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ONG AGO, he’d planned the year, the day, the hour of 
his retirement. 





But now, a year beyond that date, his desk is still open 
... the weekday trout still in the brook. 


What happened? Unexpected expenses . . . Nickie start- ' 
ing college . . . the last of Mom’s hospital bills. He never 
really figured it out. But the happy day he planned was 
no longer in sight. 


A lot of years are getting away from a lot of people... 
because they don’t have a plan which helps them save 
money regularly. But there are people—millions in the 
country—who are making the most of the years, by invest- 
ment in United States Savings Bonds. 

It’s an easy, automatic way of insuring a financial 
future, thanks to two simple, automatic plans: 


1. The Payroll Savings Plan, at the firm where you 
are employed. You get a bond just as often as you like. 


2. If not on a payroll, you can get a bond every 
month, through the Bond-A-Month Plan at your bank. 





Don't let another year—another moment—escape you. 
Sign up today. 


uitémétic, gaving, is une saving 
US. Sasa Bonds 


Contributed by this magazine in co-operation with 
the Magazine Publishers of America as a public service. 
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UNITED STATES LINES 
—.. COMPANY 


wa = Common 
\ Stock 
——!_ DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
December 9, 1949 to holders of Common 
Stock of record November 25, 1949 who 
on that date hold regularly issued Com- 
mon Stock ($1.00 par) of this Company. 


CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 








(= Crown Cork & SEAL 
MSY COMPANY, INC. 
PREFERRED DIVIDEND 


The Board of Directors has this day declared 
the Regular Quarterly Dividend of fifty cents 





($.50) per share on the $2.00 Cumulative Pre- 
ferred Bins of Crown Cork & Seal Company, 
Inc., able December 15, 1949, to the stock- 


eeidine of record at the close of business No- 
vember 22, 1949 
The transfer books will not be closed. 


COMMON DIVIDEND 


The Board of Directors has this day declared 
a Dividend of twenty-five cents ($.25) per 
share on the Common Stock of Crown Cork & 


Seal Ce a Inc., payable November 29, 
1949, to the st — ers of record at the close 
»f business November 9, 1949 

The | transfer be »oks will not be closed. 


WALTER L. McMANUS, Secretary. 


October 27, 1949. 











When the Market Turns 


Be Prepared for Quick Decision 
To Protect Your Profits You Need 
The New Revised NOVEMBER Issue 


= 


GRAPHIC STOCKS 


952 CHARTS 


The most comprehensive book of stock 
charts ever published... shows 

® Monthly Highs and Lows 

® Annual Earnings 

® Annual Dividends 

© Latest Capitalizations 

® Volume of Shares Traded 
on virtually every active stock listed 
on the New York Stock and Curb Ex- 
changes, for nearly twelve years to 
November 1, 1949. 
Also—30 Group Averages printed on 
transparent paper. 
Not only is intelligence needed for 
successful trading, but also detailed 
information on the action of each in- 
dividual stock. 
This spiral bound book of 952 charts, 
81/2 x ll inches, will be off the press in 
a few days. For prompt delivery mail 
your check for the Nov. issue today. 


SINGLE COPY . $10.00 
Yearly. .......+ 50.00 


(6 Revised Issues) 


F. W. STEPHENS 


15 William St., New York 5 
Tel. HA 22-4848 
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MOST A. T. & T. STOCKHOLDERS HAVE 


OWNED THEIR SHARES A LONG TIME 
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Mone than half of the 800,000 stockhold- 
ers of the American Telephone and Tele- 
graph Company have owned their shares 
for ten years or longer. More than 265,000 
have held their shares for fifteen years 
or longer. 

They are men and women in all walks of 
life in every section of the country. Their 
average holding is 30 shares. 


They bought the stock “for keeps” be- 
cause of their long-term confidence in the 





business and a fair and stable return on 


their investment. 


The financial good health of the Bell 
System over many years has been to the 
advantage of the public no less than share- 
holders and employees. 


The reasonable, regular A. T. & T. divi- 
dend, unchanged for twenty-nine years, 
has helped to attract the capital needed to 
build and expand facilities and provide 
the best telephone service in the world. 


BELL TELEPHONE SYSTEM 
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The Trend of Events 


WHERE THE MONEY GOES... Figures compiled by 
the Department of Commerce on where the people’s 
money comes from, and where it goes, show that the 
aggregate cost of Government in the United States— 
Federal, State and local—has become the rival of food 
as the biggest single charge on the public’s purse. 
Clothing and shelter have been left far behind. 

Such relationships have few peace-time precedents, 
and then only since the war and in the deficit financing 
period of the Thirties. Hence they provide a clear in- 
sight into the impact of the rising cost of Govern- 
ment and the consequent burden of taxation to sup- 
port it, on the people and on the economy at large. 

Department of Commerce figures give the aggre- 
gate value of all food expenditures in 1948 as $52.9 
billion. The total cost of Federal, State and local Gov- 
ernment last year was $51.8 billion. For every dollar 
spent on food in the nation in 1948, the cost of Govern- 
ment was 98 cents. The same ratio in 1947 was ninety 
cents. Back in 1929 it was only 52 cents, a ratio little 
more than half that of last year. 

There are other significant comparisons: The over- 
all cost of Government in 1948 was the equivalent of 
more than three times the year’s expenditures on 


these classifications in 1929 than they did on Gov- 
ernment. 

Just how much the cost of Government has risen 
is shown by the following: The total cost, as defined 
before, in 1948 has soared 407% over 1929 and 182% 
over 1940. Federal Government expenditures alone 
are up 1,236 % and 251% respectively ; state and local 
costs are higher by 139% and 102% respectively. The 
resultant squeeze on the economy and on peoples’ in- 
comes is best illustrated by the fact that national in- 
come has risen by only 159% and 178% respectively ; 
disposable personal income (income after taxes) by 
131% and 152% respectively ; wages and salaries pay- 
ments by 170% and 173% respectively. 

This is a disquieting picture, still economy in Gov- 
ernment seems about as elusive a prospect as ever. 
The first session of the 81st Congress bequeathed the 
taxpayers a legacy of some $5 billion of additional 
public debt, to be accumulated in the next fiscal year, 
another nail in the coffin of economy. With reckless 
disregard of the first principles of sound business, 
Congress has utterly failed to take the elementary 
precaution of providing for additional revenues 
wherewith to meet the additional expense, by weed- 





housing; over double the cost 


ing out superfluous and un- 





of household operation, and 
that includes everything in 
running a home; more than 
twice the amount spent on 
clothing, accessories and jew- 
elry combined ; three times the 
cost of all transportation out- 
lays, including automobile pur- 
chases and their operation. 
Except for transportation, the 
people spent more on each of 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 








necessary expenditures wher- 
ever indicated. At that rate, 
the cost of Government in 1949 
is likely to exceed the nation’s 
outlays for food. 

Yet the cry today is for more 
and higher taxes. President 
Truman calls for them to end 
deficit financing, declaring the 
only way to do it is to raise 
taxes. There is indeed no other 
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way so long as the current concept of Government 
prevails. Our suggestion is economy, a paring down 
of the prolific spending to which the Administration 
appears committed. It’s far sounder, all around less 
painful and particularly less ominous for the country’s 
future and solvency. 


COLD SHOWER... The report of the Economic Co- 
operation Administration on the follies and distortion 


of world trade in general, and-our own share of it in - 


particular, acts like a cold shower which we can only 
hope will shock our policy makers into proper action, 
or if not, taxpayers into demand for such action. By 
action we mean revision of policies which patently 
have led us nowhere than into a big hole. 

To be told that of our so-called “favorable balance’’ 
of trade of $101 billion since 1914, more than two- 
thirds took the form of outright grants and unrepay- 
able loans gives a fair and at the same time depress- 
ing measure of the uneconomic policies which we 
have pursued, and still are pursuing. That two-thirds, 
fully $68 billion, come or will come out of taxpayers’ 
pockets. The report is distinctly understating when it 
says that there is nothing particularly healthy about 
such procedure. 

The desirability of substituting genuine exchange of 
goods for the enlightened self-interest of gifts is too 
obvious to be questioned. The problem of course is 
how to hurdle obstacles such as tariff walls and vested 
interests in industry and agriculture which make a 
free flow of goods so difficult to attain. It demon- 
strates the absurdity and harmfulness of our former 
tariff system which did no one any good except the 
protected interests, and even they will find that they 
lost out in the end, for they too are taxpayers and 
must help make up for the $68 billion gap. Our tariff 
policy has returned to economic sanity only since 
adoption of the reciprocal trade policy sponsored by 
and initiated under Secretary of State Hull. ECA now 
helpfully offers a series of suggestions for stimulating 
imports into the United States, accompanied by ex- 
pansion of American investments abroad. The alter- 
native: Lower standards of living in most countries 
abroad and painful dislocations at home. 

Unfortunately there are stubborn factors which 
render any quick or easy solution impossible. Among 
these are the drift of world trade since the war; the 
difficulties we encounter in playing our proper role 
as the world’s leading creditor nation; the cold war, 
dividing the world into two hostile zones; the growth 
of industrialization in hitherto backward countries 
and revival of competitive production in western 
European countries. 

However, the ECA report is testimony that at last 
we are beginning to see some light. While it doesn’t 
make the magnitude of the task any less, it points 
up sensible directions to take, however inadequate 
the suggestions may seem in relation to the colossal 
problems facing us. They make it clear, beyond the 
shadow of a doubt, that we cannot eat our cake and 
give it away at the same time. This may work for a 
while, as it has done it the past, but it cannot go on 
forever without pulling us down. 


NOBODY WINS ... In this strike-filled period, it is 
interesting to examine just how some strikers recent- 
ly benefitted from prolonged work stoppages. The 


Hawaiian dock strike had lasted fully 176 days. The 
CIO’s longshoremen’s union originally demanded a 
wage increase of 32c an hour for some 2,000 steve- 
dores. The negotiated settlement gave them an in- 
crease of 14c an hour—the amount recommended by 
a fact-finding board last June, plus an additional seven 
cents an hour next March. Hawaii’s losses because of 
this strike are estimated at over $100 million; the 
stevedores’ loss of wages during the strike at over 
$2.5 million. Even at the new pay rate, it will take a 
long time to make up for it if they ever can. 

The Missouri Pacific railroad strike lasted 44 days, 
growing out of a controversy over interpretation of 
operating rules. Some 5,000 personnel was directly 
affected by the controversy ; almost 20,000 other Mis- 
souri Pacific employees had to be laid off because of 
the strike. The cost of this strike is estimated at about 
$12 million in wages lost, $24 million in business lost 
to the railroad, and many millions more to other busi- 
ness affected by the traffic stoppage. 

Nobody won these strikes. Workers as well as em- 
ployers, not to mention those indirectly affected, today 
would be better off if the strikes had never occurred 
and been settled by reasonable compromises before 
they began. 

It will be the same in the case of the steel and coal 
strikes still going on. At this writing the coal strike 
is in its 40th day, the steel strike in its 28th day. 
Immense losses have already been caused, and the 
strikes are becoming more costly every day. John L. 
Lewis has never given a clear explanation of what 
the coal strike is about; his “negotiations” with the 
mine owners have broken down. The steel strike re- 
volves on a “principle”, whether the steel companies 
should pay the entire cost of pension and insurance 
plans or whether the workers should contribute part 
of it. 

Eventually these strikes, too, will end or be ended 
by Government intervention. Until they do, their 
malign effects will daily become more apparent. Here, 
too, nobody in the final analysis will win regardless 
of who may appear to be favored by the terms of 
strike settlement. Both industry and workers would 
be better off if the strikes had never occurred. 


MINK ECONOMY... We are indebted to the Economic 
Intelligence Bulletin of the Chamber of Commerce 
of the United States for the following gem throwing 
an unusual spark of light on life in a planned econ- 
omy. Says the Bulletin: ‘“Nowhere do the paradoxes 
of the planned economy show up more clearly than 
in the attempt to juggle prices. As a very minor ex- 
ample, consider the mink situation. Mink farmers 
complain that business is poor, so the government is 
bailing them out by lending them about half a million 
dollars.” 

“Indirectly, the loans help to support fur prices, 
a fact which does not improve their marketability. 
But more than this, the farmers claim that the main 
reason for shrinking sales is the wartime luxury tax 
of 20% being collected by another branch of the same 
government that is lending them the money. Mean- 
time, the government has the mink and their off- 
spring as security ; and if business really gets bad, we 
may even see socialized fur coats on the market.” 

No comment is needed on the absurdity of the situa- 
tion, but we can understand if aspirant mink coat 
owners feel cheated, and taxpayers abused. 
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As 9 See Jt! 


BY CHARLES BENEDICT 


WE IMPROVISE — THE KREMLIN PLANS 


amen deal has been said about the need 
for long-term planning in our foreign policy, and 
yet Russia’s ability to install a puppet government 
in Germany clearly indicates that we are still resort- 
ing to improvisation and the use of expedients. Cer- 
tainly we have yet to take the initiative in checking 
Russian moves before they occur. We seem merely 
to wait until we are con- 
fronted with a fait ac- 
compli before we_ set 


‘‘FUN ON THE LEDGE’’ 


been wobbling terribly in its adherence to the United 
States, and has tried to straddle on issues involving 
Communism. In fact, the British Government is 
largely responsible for the Chinese fiasco, and its 
appeasement of the Communists there has so greatly 
strengthened their position that British power is 
not only shaky in Hongkong and elsewhere in China, 
but has, in fact, become 
vulnerable in the entire 
Far East, as well as in 





about devising means 
that will minimize the 
danger. To continue such 
a policy in the face of 
the strategic gains made 
by Russia is foolhardy, 
to say the least. 

The success of the air- 
lift last year should not 
encourage us in the be- 
lief that we can always 
solve our problems by 
native ingenuity and re- 
sourcefulness. As it has 
turned out, the airlift 
was merely a stopgap. It 
helped to smooth the way 
for the Marshall Plan 
and the Atlantic Pact. It 
threw the Russian time- 
table out of gear, delayed 
her plans regarding Ger- 
many, and stymied her 
campaign in Europe and 
in the Middle East. Yet 


it only delayed action 
for a more propitious 
time. 


This came with Mr. 
Truman’s announcement 
of the atomic explosion, 
and Russia immediately 
took advantage of the consternation that swept over 
the West by installing, in Germany, a puppet gov- 
ernment, long set up and awaiting the proper 
psychological moment to be launched. She did so at 
a time which left no doubt of her power to do so 
without serious opposition. 

We are, therefore, once again facing a renewal 
of the struggle for Germany, the intensity of which 
will grow increasingly dangerous, especially since 
tussia has the advantage of being able to make 
decisions without consulting the heads of any other 
government, while we are obliged to strike a balance 
between the special interests of the individual coun- 
tries which make up the Western bloc. 

Already there has been a weakening of purpose 
in the West as a result of Truman’s announcement 
of the atomic explosion. The British Government has 
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Dowling in the N. Y. Herald Tribune 


Africa which the British 
were developing to offset 
their losses elsewhere. 

In France, too, the 
political situation has 
been deteriorating. While 
a new government, after 
a prolonged crisis, has 
finally been organized, it 
is destined to be a shaky 
one like those preceding 
it, in view of the ap- 
parent difficulty in recon- 
ciling the fundamental 
and political differences 
that divide the Third 
Force, and the pressure 
exerted against the lat- 
ter by the extreme Left 
and Right. Thus the situ- 
ation is fraught with 
danger for the United 
States which has been 
counting on making 
France the bastion of 
Western defense in 
Europe. 

In the meantime, the 
worsening of the eco- 
nomic situation has 
added to the feeling of 
uncertainty and anxiety 
abroad, and the devaluation of the British pound 
has acted further to affect adversely the economic 
balance on the Continent. Particularly because of 
this, we face a difficult problem regarding the en- 
couragement and support of a sovereign Western 
Germany that can resist the challenge of the East. 
Here the political dilemma is intensified by the pos- 
sibility that the economic revival of Germany would 
bring serious competition to Britain, France and 
Belgum. 

Of course, the real emergence of Germany as an 
industrial competitor and political factor in Europe 
was not given consideration in the original Marshall 
Plan conception, but because of Germany’s particu- 
lar talents for organization and industrial produc- 
tion, the possibilities are that Moscow’s new political 
offensive will oblige us to (Please turn to page 149) 
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Factors Behind Unrealistic Market 


The intermediate rise was carried moderately further over the past fortnight, but is 
currently meeting resistance and is becoming increasingly selective. The economic and 
psychological factors can hardly be said to be in close balance. Some are on the sup- 
porting side, but most others restrain optimism. A conservative, discriminating policy is 


still in order. 


By A. T. MILLER 


by he generally slow and irregular advance in 
the stock market has continued during another fort- 
night, with selectivity perhaps the most pronounced 
feature. After roughly a 10-day pause, which evi- 
dently improved the immediate technical position, 
the daily industrial average advanced, within the 
final week of October, to a new recovery high by a 
moderate but clear-cut margin. It did so despite 
spreading industrial slow-downs and lay-offs result- 
ing from the steel and coal strikes, and despite the 
President’s manifest reluctance to intervene in a situ- 
ation which can before long bring complete stoppages 
of production in some important industries. 
The rail average is barely “keeping the franchise.” 
It has not yet bettered the rally high reached about 
three weeks ago, is only nominally higher than it was 
as far back as early August, and remains materially 
under its previous 1949 top, seen last January. How- 


ever, this is a negative performance, rather than a 
positively weak one. It has been demonstrated in the 
past that the industrial list could trend up for ex- 
tended periods without definite aid from the rails. 
Even if you attach barometric significance to rail 
action, which we do not, it would take a zig-zag 
downward tendency in this group to raise any kind 
of a “storm signal.” In our view, rails are just one 
of many stock groups and are lagging because of the 
basic vulnerability of this industry, and the poor 
dividend record and outlook of the great majority of 
individual rail stocks. 


The Going Is More Difficult 


The advance in utilities since last June, although 
at a snail’s pace most of the time, has been the most 
persistent of any important group. By a slight mar- 

gin, this average recorded another new 





MEASURING MARKET SUPPORT 
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high for 1948-1949 within the latest 
week, but the going is evidently getting 
harder. Prevailing dividend yields are 
still fairly good, but not outstandingly 
attractive to new buyers, on a relative 
basis. Dividends are still being in- 
creased modestly here and there, which 
tends to support the group; but the 
purpose is to facilitate equity financing, 
and this is in heavy enough volume, 
220 actual or prospective, to keep a reason- 
ably effective checkrein on the stocks. 
They are not going to run away. 
Neither is the industrial list; and the 
usual addiction to reactions of some 


280 


260 


240 


200 


180 scope, absent in recent months, has not 
been broken. The habit will reassert 
160 itself in due time. The rise of the indus- 


trial average since June remains more 
impressive in duration than in scope, 
for it has run twice as long as any pre- 
vious intermediate move since the bull 
market topped out in 1946; but it has 
yet to better decisively either the pre- 
election rally high of October, 1948, or 
the moderately higher top of June, 1948. 
Both represent formidable supply levels. 
80 As measured by daily share turnover, 
29 it will take a stronger investment and 
speculative demand than has yet devel- 
oped to carry to market definitely above 
these supply areas, if they can be sur- 
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oe noted before, strikes have rarely unsettled stock Whether their increased confidence is mistaken, and 
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goods? Will consumer income hold close to the 1949 ing has something to do (Please turn to page 150) 
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Insert shows Dr. Edwin G. Nourse and Leon Keyserling, dissenters on welfare program 


TRUMAN Ten-Year Plan 


A DESIGN FOR A NEW SOCIAL AND ECONOMIC ORDER? 
By E. A. KRAUSS 


\ who think that the action of the 
eighty-first Congress at its first session just ended 
can be considered an effective blow against President 
Truman’s Fair Deal goal may in the end find that 
such thinking involves a good deal of wishfulness. 
And wishing won’t make it so. 

True, the legislative record proved barren of com- 
pleted action on most of the President’s proposals 
aimed at bringing nearer the welfare state, the new 
social and economic order implicit in the Fair Deal. 
Still Congress nevertheless has merely checked, but 
far from defeated the President. Instead it has laid 
some firm foundations for the social-economic struc- 
ture which the President favors. Despite setbacks, 
the movement has been towards rather than away 
from Mr. Truman’s goals, and is apt to progress fur- 
ther at the next congressional session. 

Thus while to believers in the welfare state, prog- 
ress may have been slow, to others it may seem merely 
gradual but inexorable. Health insurance has been 
shunted aside, as was the grandiose plan for estab- 
lishing the Federal Government as the chief controller 
of the national economy with regulatory powers over 
prices, wages, credit, production and distribution. 
The Congress balked at tax increases, Taft-Hartley 
Law repeal, bigger old age benefits and unemploy- 
ment insurance, the Brannan Plan, and easier credit 
for home building. 
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But it did pass the minimum 
wage law, extended price sup- 
ports for farm products at 
90% of parity for another 
year, paved the way for exten- 
sive low cost housing subsi- 
dized by the Government, and 
generally for larger public 
works, all measures fitting into the Fair Deal pro- 
gram as expounded by the President last January 
and reiterated since in frankly political speeches. The 
Fair Deal, in fact, is very much alive both as a politi- 
cal and economic concept and as a powerful vote-get- 
ting lure. It will be furthered by the resignation of 
Dr. Nourse from the chairmanship of the Council of 
Economic Advisers, leaving Messrs. Keyserling and 
Clark, two full-blown New Dealers, in favored posi- 
tion as the President’s chief economic advisers—al- 
most regardless of who will succeed Dr. Nourse. The 
Council is entering a new phase, and will be far more 
active in politics. Its advice to the chief executive 
henceforth will be “New Deal” pure and simple. 

Thus regardless of what Congress did, we find the 
Fair Deal far from dead. It has been compressed 
neatly into a ten-year plan which the President has 
publicly accepted as the New Deal objectives fixed by 
Government planners. These objectives will be ac- 
tively pushed in the coming campaigns, both in 1950 
and 1952. Their essence was propounded by the Presi- 
dent last January in his annual economic report, and 
reiterated in his September 27 radio address and on 
other occasions. The battle to-date may have been a 
draw, but we can be sure it will be vigorously resumed. 
And the Fair Deal’s alluring political appeal should 
by no means be underestimated. 

Here is why. The ten-year plan envisages a step- 
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ping up of national income to $300 billion annually 
from currently around $225 billion, the raising by 
one-third of the U. S. standard of living, the prom- 
ise of a $4,000 a year minimum income for each 
family. “That is not a pipedream,” Mr. Truman said 
when he held out the latter prospect, adding that a 
quarter of the population who now receive less than 
$2,000 a year would receive $4,000. Actually close to 
three-quarters of the nation’s families on basis of 
last year’s income statistics have a cash income, 
before taxes, of less than $4,000 a year. The appeal 
of such a promise to such vast numbers is patent, 
further strengthened by projected $100 monthly 
pensions for the aged, by higher unemployment 
benefit, health insurance, more aid to the farmers, 
more aid to housing and education, big public works. 


To Boost Gross National Product to $350 Billion 


Altogether, as the planners see it, it would imply 
a stepping up of the gross national product (the 
amount of goods and services produced) from cur- 
rently $260 billion annually to some $350 billion 
ten years later, by means of steady growth of eco- 
nomic activity induced by various measures. Even 
business would benefit. According to the planners’ 
blueprint, of the added $90 billion in national output 
roughly one-half would accrue to low-income fami- 
lies and farmers, a fourth to business and upper- 
income groups, while another fourth would go for 
social welfare projects. 

In all this, the big question is: Where will the 
money come from? And another: Just what will be 
the actual cost of such a grandiose program which 
like most of them have a way of growing in scope 
and expense as time goes by? 

It is difficult if not impossible to estimate the 
costs, some of which cannot be determined such as 
farm income supports, already a major budget item. 
It’s been computed, however, that in coming years 
it might add between $15.9 billion and $34 billion 
to the annual budget. But whatever the cost, the 
money of course will have to be raised in taxes, or 
else through deficit financing. The theory is that the 
resultant broadening of our economic activity will 
readily produce the required addition to tax reve- 
nues. Until proved, however, this remains a theory, 
and a highly tenuous one. Much more likely, carry- 
ing out any such program will require steep tax 
boosts, and since these are politically distasteful, 


increase of Government spending in which inflation 
is not only implicit but inevitable and quite prob- 
ably deliberate. No wonder Dr. Nourse insisted on 
resigning when the President accepted the Keyser- 
ling thesis underlying the ten-year plan. He did not 
like the casual way the country seems to be drifting 
towards more inflation and socialism. 

For there is no difference between a planned wel- 
fare state and a socialistic state. The people are told 
what the Government will give them, and it is but 
human nature to like something for nothing. Few, 
however, realize that actually there is no such a 
thing. Some pay for it with higher taxes, all pay for 
it with diluted purchasing power of their incomes or 
savings, with more regimentation and increasing 
loss of individual freedoms. Three broad highways 
lead to socialism: Increased Government power; in- 
creased power of organized labor; and wider dis- 
tribution of income for social services. We are trav- 
elling all three highways today. We are slipping 
into welfare state socialism not only by Government 
planning but by Government support of farmers’ 
demands and labor’s goals, at the expense of the 
taxpayer and consumer, and if we don’t watch out, 
of national solvency. 


Realities vs. Glittering Political Promises 


The disadvantages of the Fair Deal trend are well 
recognized by the sober-minded, by those who refuse 
to accept glittering political promises without in- 
quiring into their ultimate costs. Foremost among 
the drawbacks are mounting taxes and deficits, an 
increasingly less resilient economy, finally becoming 
rigidified, destruction of open markets, and a loss 
of private and personal initiative. The forerunner 
—growth and concentration of Government power— 
is already here. The inescapable conclusion is that a 
welfare state is merely a prelude to a socialistic 
state. Its advent is bound to mean the end of the 
American system as we have known it, and under 
which we have flourished and progressed. 

What about an alternative? There is one, and 
American business can provide it, granted that Gov- 
ernment and the nation’s principal economic part- 
ners agree to cooperate. The welfare trend has 
become deep-seated enough to make it futile and un- 
realistic to deny it, or oppose it. Nor does it make 
sense to deny the justifiable demand of the people 





deficit financing — spelling more inflation. In 
short, the probabilities are that the desired ex- 
pansion can only come about with the aid of 


policies and methods (already practiced) that J4oo 

may bring back inflationary spirals. If so, what BILLIONS OF DOLLARS 

price higher income if the purchasing power of PLANNERS BY 1958 EXPECT $90 BILLION 
that income is to be diluted? _— MORE THAN NOW, A TOTAL OF $350 BILLION 


Is It Feasible? 


It would of course be a fine thing if annual 
national income, within a ten year span, could 
be raised to $300 billion through sound and 
natural economic forces but this is not a logical 
prospect in view of the enormous increase that 
has already occurred during the past decade. 
Today production of goods is already high and 
employment near maximum. Any further prog- 
ress, to be sound, must come about gradually 
and naturally, and not forced by an enormous 
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for social advantages and security. It is consonant 
with the necessities of social evolution. But we 
should try to satisfy it without recourse to either 
a socialistic or authoritarian state. There should be 
an effort instead to transfer responsibility and in- 
itiative from the Government to private hands inso- 
far as this promises results, and it can. 

As to business, it must of needs accept the fact 
that under today’s conditions, the Government’s 
welfare activities are bound to expand in some 
degree. It is a world trend that can hardly be coun- 
tered successfully. But Government, and those 
groups supporting Government’s entry into the wel- 
fare field, should also accept the fact that we cannot 
have full employment and a sound economy (the 
latter a requisite for continued full employment and 
prosperity) unless business is encouraged rather 
than persecuted. 


Progress and Expansion Under Private Enterprise 


If it is encouraged, we can have economic prog- 
ress and expansion under private enterprise fully 
adequate to meet the people’s desires and needs for 
prosperity and security. If business is hounded to 
death, there will be neither, in the long run, regard- 
less of what Government does along socialistic lines. 
The standard of living is bound to fall under the 
cumbersome system of red tape characteristic of 
socialistic planning and living; initiative will die 
and the “levelling process’ will end up at the lowest 
level. 

At present, Government is hampering business in 
three main directions: by taxation, regulation and 
competition. High taxes at this time may be inevi- 
table, but excessive or punitive taxation only defeats 
itself in the end. Goverment competition with busi- 
ness is unfair and destructive. It should be cut to 
a minimum and only undertaken when need for such 
action, in the national or public’ interest, is demon- 
strated beyond doubt. The Government, finally, in 
its application of business regulations should veer 
away from the latest trend of administration of 
regulatory statutes and their judicial interpretation 
along far-fetched and repressive lines. And above 
all, Government as well as business should recognize 





THE $4,000 ANNUAL MINIMUM INCOME GOAL, ON BASIS 
OF {948 INCOME DISTRIBUTION, WOULD AFFECT NEARLY 
THREE-QUARTERS OF THE NATION’S SPENDING UNITS. 
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that there is no dependable way of stabilizing the 
business cycle. Even Mr. Keyserling admits that 
there can be no absolute stability, that no compensa- 
tory public spending can stabilize the economy or, 
alone, pull us out of a bad depression. Then why 
attempt it by introduction of a new social and eco- 
nomic concept that will destroy what we have, but 
cannot guarantee success? 

Washington planners like to reiterate their belief 
that Government economic policy should focus upon 
creating an environment so favorable to sustained 
private production and employment at high levels 
that the “compensating role’ of Government may 
be held to easily manageable proportions. It is a 
good thought, and a highly desirable goal. But when 
they try to establish policies and procedures as yard- 
sticks for such a free enterprise system that cannot 
be lived up to, the threat becomes clear: They are 
likely to be used later as “justification” for further 
Government encroachment on business. 

This is what frequently happened in the past and 
what likely will continue to happen; and as long as 
it continues, the Government’s professed willingness 
to encourage business will be taken with a big grain 
of salt. For it does not create the environment favor- 
able to sustained prosperity. 


Government, Business, Labor Should Cooperate 


To create and maintain the latter, it is essential 
that Government, business and labor never cease in 
their joint effort to avoid disruptive influences, that 
they not only cooperate practically but in their 
social and economic thinking. This includes aban- 
donment of, or opposition to extravagance and in- 
efficiency not only in the conduct of welfare activ:- 
ties but in the formulation of grandiose plans which 
are beyond the capacity of our national resources 
and threaten insolvency rather than stability or 
progress. Particularly where borrowing is necessary, 
care in spending becomes a first necessity. Careless 
and extravagant spending is merely a short-cut to 
disappointment and disaster. 

We should learn from the experience of others. 
Look what’s happening in England. The British 
welfare state, young as it is, is already beginning 
to show up tremendous flaws, bringing hardships, 
economic retrogression and general disillusionment 
with the “spoils system” which it really is. It would 
be foolish to assume that we can have a “Santa 
Claus” state without going the same way. The 
theories of Lord Keynes, so eagerly patterned by 
Mr. Keyserling and other top planners, have not 
been working well in practice. 

In the last analysis, it is in the direct interest of 
all those who hope to benefit from the welfare state, 
to take a realistic view. Labor engaged in a siege 
of industry for non-contributory pensions, farmers 
pressing for a guaranteed income, prospective bene- 
ficiaries from old age pensions, they all have as 
much at stake as business and industry in the 
soundness of Government fiscal policies, or lack of 
it. Unbridled Government spending, breeding further 
inflation, will undermine their purchasing power as 
well as their security. While today, they may not 
care who pays the piper, they should care what in 
the end it will get them. In due time, wage earners 
as well as pensioners will evidence acute interest 
in what their income will buy. Once that time comes, 
they may care less for the guaranteed minima of 
the welfare state than for (Please tur» to page 149) 
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Show Best Return 


on INVESTED 
CAPITAL? 





By WARD GATES 


nn overlooked in the study of various 
enterprises is the degree of efficiency attained in 
earning a satisfactory return on capital invested in 
the business. Emphasis on earnings in relation to 
sales or to the number of shares outstanding is such 
a common practice that scant attention is often given 
to what is really the fundamental aim of all manage- 
ments, that is to say, the profitable employment of 
risk capital available to conduct their operations. 

Marked or neglible success to achieve this goal, 
though, does not always reflect varying ability of 
those in charge of a business to earn an adequate re- 
turn. Different forms of enterprise may require large 
or small amounts of capital, depending on inherent 
needs for physical equipment, promotional expenses, 
patent positions or the element of trained talent. His- 
tory has recorded many instances of hugely capital- 
ized ventures that have been a complete flop and as 
many more where large profits have been earned on a 
relatively small amount of capital invested. Unavoid- 
able operating handicaps due to location of plants in 
relation to markets, drastic shifts in demand for cer- 
tain products or broad competitive factors have fre- 
quently precluded the attainment of anything like an 
adequate return. 

On the other hand, the informed investor can un- 
cover many concerns where the yardstick of earnings 
relative to net worth from year to year promotes con- 
fidence not only in the management but in the basic 
advantages of the business as well. At this point it is 
well to point out that “net worth” in our discussion 
embraces combined preferred and common stock plus 
capital or earned surplus. This basis of figuring net 
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worth is very conservative in 
that it does not include special 
reserves for contingencies or 
potential inventory losses. Until 
these reserves are actually 
drawn upon, they represent re- 
tained earnings utilized as cap- 
ital, though no credit as such is 
accorded them. If no longer 
needed, they eventually will be 
transferred to earned surplus 
and swell net worth accordingly. 

We mention this matter be- 
cause these reserves often rep- 
resent very substantial amounts 
and may distort the ratio of 
earnings to net worth in many 
cases. 

For the purpose of our study, 
we have assembled quite a list 
of concerns representing about 
twenty different industries. In 
tabular form we have arranged 
these concerns in their respec- 
tive groups in order to make 
intra - industry comparisons 
more interesting. We show the 
percentage returns on net worth 
for 1939, 1941, 1946 and 1948, 
and to add weight to our discus- 
sion, we also present net profit 
margins on sales. The years 
covered afford a chance to com- 
pare operating factors under 
rather different economic condi- 
tions, while the broad variations 
in company ratios in a single 
period stimulate efforts to determine their reasons. 

The steel industry, as we all know, requires vast 
amounts of capital, but though per share earnings 
may loom large in good years, the return on net worth 
has been quite modest relative to the risks involved. 
Take United States Steel, for example. This giant con- 
cern’s earnings on net worth in the four periods 
shown on our table ranged from a low of 3.1% in 
1939 to a high of 8.1% in 1941, and in 1948 were 
7.7°¢. Large scale increase in net worth last year in- 
volved many new projects that as yet were not pro- 
ductive, thus restricting the ratio regardless of 
larger profits. The ratio of net earnings to sales, at 
5.2% last year, was less than the 7.1% for 1941, in- 
dicating heavy reliance on expanded volume. Bethle- 
hem Steel Corporation in 1948, though also embarked 
on a large expansion program, managed to earn 14°< 
on its net worth, double the ratio attained in 1941, 
while good cost controls enabled the company’s profit 
margin on sales to rise to 6.8% compared with 3.5% 
in 1941 and 5.3% in 1946. 


Industrial Rayon Corporation 


In recent postwar years, the textile group experi- 
enced a boom period that brought record sales and 
profits. Due to an insatiable demand for rayon yarn, 
Industrial Rayon Corporation has forged ahead at 
high speed, earning 32.6% on net worth in 1946 and 
28% last year compared with only 6.4% in 1939 and 
10.7% in 1941. This gain has been achieved in part 
because larger sales and adequate margins lifted the 
ratio of profits to sales to more than 22% in recent 
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| 
Fluctuations in Return on Net Worth and Profit Margins on Sales 
Percentage Return on Net Worth Net Profit Margin on Sales 
1939 1941 1946 1948 Hp if Jk SA! 
°, %, °, °%, 1939 1941 1946 1948 | 
Aircraft Manufacturing 
Douglas Aircraft : 20.8 51.0 3.1 9 10.3 10.0 2.04 4.91 
United Aircraft ; : 28.7 42.1 5.5 8.1 18.0 5.4 5.03 4.5 
Automobiles 
Chrysler : . £36 22.6 9.5 2a. 6.7 4.5 3.0 5.6 
General Motors 7.3 17.9 6.1 24.4 13.3 8.2 4.4 9.3 
Automobile Accessories 
Bendix Aviation : ; oo es 15.5 35.5 1.2 13.4 10.7 8.4 AY 6.9 
Borg-Warner creer . 14.6 16.6 10.6 23.2 8.8 6.2 6.5 8.4 
Briggs Manufacturing =a 2 : 6.6 16.1 11.2 22.4 2.8 4.3 3.4 Bg 
Electric Auto-Lite sracteies 27.3 23.8 8.4 19.3 10.0 6.2 33 5.8 
Timken Roller Bearing is 7 21.4 10.3 20.9 18.1 10.5 6.8 10.9 
Baking 
National Biscuit : ; = 10.7 9.8 14.4 14.7 13.1 9.6 LAL 5.6 
Sunshine Biscuit = 4.0 4.8 26.4 23.4 2.9 ae 8.3 6.7 
Building 
Johns-Manville 8.6 12.3 75 16.3 Ved 6.4 6.3 8.9 
Lehigh Portland Cement ; — 6.5 6.3 7.9 13.9 15.2 10.0 11.7 14.7 
Lone Star Cement........... 7 m 8.2 9.4 11.3 15.2 16.8 13:3 13.2 14.2 
Otis Elevator deus ie 7:3 6.9 12.5 24.1 11.6 7.6 11.0 13.1 
Pittsburgh Plate Glass : ' 10.3 13.7 12.6 18.0 12:9 17 a2 10.6 
U. S. Gypsum 12.3 10.9 15.0 18.8 17.0 11.0 14.5 16.5 
Chemical 
Allied Chemical & el 12.4 12.1 12.9 13.9 12.5 8.6 9.5 8.1 
Dow Chemical ; 12.3 14.9 6.1 12.1 15.6 16.5 6.8 23 
DuPont . ' 14.4 13.3 13.8 15.6 ae Wey 17.0 16.1 
Freeport Sulphur 12.5 15.2 14.0 14.3 24.3 21.8 18.8 18.5 
Monsanto Chemical Vl 12.5 12.8 15.1 12.6 10.6 i0.1 | 
Texas Gulf Sulphur : 13.5 15.8 25.1 56.0 37.5 30.2 38.6 39.6 
Union Carbide and Carbon ; 13.0 14.3 17.0 23.1 21.0 N.A. 13.7 16.2 
Containers 
American Can ; 11.9 11.4 4.9 11.6 9.6 7A 3.4 5.5 
Continental Can 7.4 6.2 5.2 10.2 9.3 - 5.4 2.9 4.6 
Electrical Equipment 
General Electric 8.6 17.8 12.0 22:7 10.3 6.9 8 7.5 
Minneapolis-Honeywell Regulator 19.3 21.4 17.5 17.4 15.4 11.2 Ta 10.3 
Westinghouse Electric 72 9.6 2.6 13.0 9 6.2 2.3 5.4 
Foods 
Beatrice Foods 8.5 7.9 17.7 13.6 3.0 22 3.1 2.5 
Corn Products 9.6 10.5 12.7 7 18.0 12.0 10.3 6.4 
General Foods ...... ; 18.9 16.3 20.1 17.2 10.3 7.8 6.3 5.2 
General Mills ; (2:2 93 9.5 15.3 5.2 4.1 23 2.8 
National Dairy Products 11.5 11.2 19.8 16.4 3.8 2.8 3.4 2:5 
Swift & Co. ; 4.4 a3 6.1 9.8 1.3 1.7 2 iS. 
House Furnishing Products 
Armstrong Cork 8.8 7.9 5.8 12.6 8.8 5:3 4.0 6.6 
Simmons Co. : 12.8 16.9 19.0 79 6.2 5.6 6.3 6.7 
Machinery and Farm Equipment 
Deere & Co. _— 8.8 14.5 7.3 15.7 10.8 11.4 6.6 7.6 
Ingersoll-Rand Co. . sf 15.4 20.2 Zul 28.8 19.0 12.0 15.1 15.3 
International Business Machines ' 16.1 16.4 22.6 24.3 23.0 15.6 15.7 17.3 
International Harvester . 2.3 8.7 5.3 11.8 3.7 8.4 4.6 5.8 
| National Cash Register 4.9 8.8 8.2 24.4 4.8 6.2 4.3 8.3 
| Metals 
International Nickel ; 16.9 15.2 11.4 14.6 29.1 20.2 22:3 19.8 
Kennecott Copper 10.0 13.3 5.6 18.8 25.0 20.6 14.8 26.9 
| Motion Pictures 
| Loew's, Inc. : 8.6 9:3 12:7 2:9 8.4 97 10.8 2.5 
Paper 
| International Paper ......... FR 10.5 16.5 19.7 4.0 Lo 10.8 10.5 
| Petroleum 
Phillips Petroleum ........ 5.7 9.6 9.1 18.7 8.7 12.2 10.2 14.9 
Standard Oil of California... 3.1 5.3 10.3 19.9 10.0 14.5 17.9 21.9 
Standard Oil of New —_ 5.8 9.0 10.7 16.8 9.5 14.3 | 4 
| Texas Company 6.8 10.4 Hl 17.4 9.0 13.1 12.1 15.3 | 
Retail Trade =i 
May Department Stores... a7 8.9 18.4 14.1 4.2 3.4 5.7 48 | 
Safeway Stores _..W...... ree mee = 12.2 8.3 15.8 12.2 1.6 1.0 1.3 ey 
Sears Roebuck 14.1 10.5 26.3 24.5 4.6 5.1 6.2 6.0 | 
Rubber | 
Goodyear Tire & Rubber... ese 8.2 9.7 11.9 11.5 4.9 3.8 5.8 34 | 
Steel 
Bethlehem Steel haa bin ' i 5.1 7.0 7.7 14.0 5.9 3.5 5.3 6.8 
U. S. Steel... 3 Be taeeaedes pst atti a 8.1 6.0 Wt 4.5 7.1 5.9 5.2 
Textiles 
American Woolen ene 7 4.2 11.5 25.5 19.8 3.5 4.7 TUB 4 8.3 
Industrial Rayon ............. cat iatbctaiaa ey 6.4 10.7 32.6 28.0 11.0 12.0 22.5 229 
Tobacco 
American Tobacco ......... ee aN a ee ene OD 12.1 10.9 12.4 13.5 10.0 7.0 8.4 99 
Liggett & ‘Myers Tobacco Co... Fiat lia aD, 11.7 10.9 15.7 8.8 6.4 8.4 10.4 
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years compared with 11% in 1939. American Woolen 
Company, long handicapped by over-capacity in pre- 
war and able to earn only 4.2% on net worth in 1939, 
raised this ratio to 25.5% in 1946, followed by a dip 
to 19.8% in 1948. Adverse conditions in the current 
year have reduced the percentage further, while the 
company’s net profit margins on sales have undoubt- 
edly contracted from the 8.3% shown in 1948. 

Two large concerns in the aircraft industry, Doug- 
las Aircraft and United Aircraft, have demonstrated 
ability to operate profitably in a period when their 
industry was beset by many difficulties. In 1939, when 
war clouds were gathering, the Douglas concern 
earned 20.8¢ on net worth and 10.3 on sales. In 
1941 when we got into the war, military orders soared 
on the company’s books and though profit margins re- 
mained stable, swollen sales pushed the percentage of 
earnings on net worth up to 51%, mainly because 
excess profit taxes had not yet entered the picture. 


Changing Character of Aircraft Orders 


In postwar, mounting demand for commercial air- 
craft only moderately offset the abrupt elimination 
of military orders, creating a serious problem of earn- 
ing an adequate return on largely expanded net worth. 
Thus the company was fortunate to earn as much as 
3.1% on invested capital in 1946. The Defense Pro- 
gram, however, brought radically higher sales and 
improved margins in 1948, expanding the earnings- 
net worth ratio to 7.9°°, a mark likely to be exceeded 
in the current year and possibly in 1950, to judge from 
interim results and reported backlog orders of more 
than $200 million. The experience of United Aircraft 
Corporation has followed a very similar pattern. The 
prosperity of both concerns, though, hinges on receipt 
of heavy military orders and should these decline later 
on, the problem of top heavy net worth may again 
be presented. 

Inadequate steel supplies, work interruptions and 
heavy expenses in connection with improvement pro- 
grams reduced profit margins of most automobile 
manufacturers in 1946, including both General Motors 
Corporation and Chrysler. This also applies to their 
ratio of earnings to net worth in that year. In study- 
ing these situations it should be realized that in the 
last decade the net worth of both of these competitors 
has more than doubled, indicating need for a corre- 
sponding increase in dollar earnings if ratios were to 
remain stable. 

By 1948, a substantial volume gain percentagewise 
by General Motors lifted the net profit margin to 9.3“ 
compared with 4.4% in 1946 and its return on net 
worth to 24.4 compared with 6.1, the latter rising 
to the best level of any of the four-year periods on our 
table. Earnings of this concern in recent years have 
been substantially enhanced by subsidiaries making 
diesel engines, refrigerators and other diversified 
products, aside from normal profits on automobiles 
and parts. 

This probably accounts for the fact that Chrysler 
Corporation, concentrating more on automotive busi- 
ness, earned only 5.6% on sales in 1948 though its 
return of 23.1% on net worth was closely comparable 
to that of its larger competitor. It is interesting to 
find that Chrysler last year earned approximately the 
same percentage on net worth as in 1939 and also in 
1941, and that its net profit margins also have been 
relatively stable. In contrast, General Motors im- 
proved its earnings-net worth ratio compared with 
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the two early periods despite large scale expansion in 
net assets. A 1948 net profit ratio to sales of 9.3% was 
less than the 13.3°¢ achieved in 1939, but a substan- 
tial volume gain piled up net earnings. Efficiently 
managed as both General Motors and Chrysler are, 
their large capital investments were not quite as 
profitable as those of the general industry group of 
28 concerns last year. Under 1948 conditions, the 
average return on net worth was 26‘c. 

We have listed six important concerns represent- 
ing various branches of the building industry. In 
booming 1948, every one of these concerns earned 
more on net worth than in any previous year shown 
on our table. It is significant, though, that earnings 
were expanded more by volume gains than by wider 
margins. Indeed, four out of the six concerns had 
smaller net profit margins on sales last year than in 
1939, and the other two improved only moderately. 
Otis Elevator Company made the best showing in this 
group, earnings 24.1 on net worth and expanding 
its net profit margins to 13.1° compared with around 
11% in two of the earlier periods. This attests to ex- 
ceptionally efficient management. 


U. S. Gypsum Co. 


U. S. Gypsum Company’s showing was commend- 
able, with a return of 18.8 on net worth, though a 
net profit margin of 16.5% compared with 17% in 
1939 when the company’s stature was much smaller. 
Two leading cement companies, Lehigh Portland 
Cement Company and Lone Star Cement, earned 
13.9% and 15.2% respectively on net worth, in both 
cases substantially more than in the former years 
indicated. Lone Star’s 1948 margin on sales, 14.2%, 
was only slightly lower (Please turn to page 148) 
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1929 and TODAY 


By JOHN D. C. WELDON 


utwardly, twenty years ago on Tuesday, 
October 29, 1929, Wall Street looked not much dif- 
ferent than on any other crisp autumn day, except 
for the swelling street crowd. But inside the mar- 
ble halls of the New York Stock Exchange, the 
greatest collapse of security values in all time 
went on. 

The panic of 1929, having started on the preced- 
ing Black Thursday when 12.8 million shares were 
thrown on the market, struck its real stride this day. 
Some 16.4 million shares changed hands in frenzied 
trading and when the session ended, the Dow Jones 
Industrial Average stood at 230.07, down thirty 
points in one single day. Though stock prices had 
begun to recede ever since the Industrial Average 
reached its all-time high of 381.17 on September 3, 
1929, this was by far the heaviest blow, virtually 
sweeping the public out of the market; but worse 
was yet to come though in less concentrated doses. 

By July 8, 1932, the Industrial Average scraped 
bottom at 41.22, down 339.95 points or close to 90% 
from the September 1929 peak. In the course of this 
shake-out, paper values of some $50 billions were 
swept away, affecting an estimated 25 million peo- 
ple. Many thousands of small shoestring speculators, 
drawn into the bull market by its seemingly never- 
ending upward trend, lost their wads, and usually 
their shirts as well. Big speculators, and many in- 
vestors, fared no better. They were wiped out on 
Black Thursday, or on the following Tuesday, or in 
the dark days of November 1929. And in the wake 
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of the market collapse fol- 
lowed the worst depression 
in the country’s history. 
Today, twenty years later, 
the memory of collapse and 
depression has dimmed con- 
siderably but not entirely. 
A few months ago, when 
the recession seemed to be 
deepening, there was a good 
deal of anxiety among the 
pessimists whether we might 
be headed for a similar ex- 
perience. After all, the infla- 
tionary postwar boom had 
been long and lusty; such 
periods don’t last forever. 
And, it was thought, once ad- 
justment begins, there is no 


However, sober analysis of 
the conditions prevailing 
then and now leaves little 
room for fear of any recur- 
rence. The market collapse of 
1929 marked the end of a 
prolonged period of super- 
speculation which had _ be- 
come not only a danger to 
our own economy but to that 
of the entire world. The gam- 
bling fever had become ter- 
rific. Gains through specula- 
tion were widely regarded 
the surest short-cut to riches, 
and if there were any out- 
cries against gambling and 
greed, these were almost in- 
audible. 

’ Today there is wider reali- 

zation that prosperity is based on the earnings and 
expenditures of the common man. Speculation is 
neither rampant nor facilitated, as it was in the late 
Twenties. Then, stock margins averaged a mere 
10%, an enormous incentive to speculation. Today 
they are 50%, and they were much higher during 
the war and immediate postwar years. The market, 
in effect, is still largely on a cash basis. Brokers’ 
loans which back in 1929 reached an all-time high 
of over $8 billion are currently only some $650 mil- 
lion or just about 8% of the 1929 peak. Doubtless 
more than four years of stringent restrictions on 
margin trading have been a weighty cause of dis- 
tribution of securities, and of relatively high sta- 
bility of holdings. More stocks today. are in firm 
hands than probably at any time, and less in the 
hands of speculators; and it would take drastic rea- 
sons to shake these holdings. 


No Exaggerated Valuation of Securities 


Today, also, security prices are relatively low in 
relation to prospective or current earnings, whereas 
in 1929 they were based mainly on fantastic ideas 
of future profits and bore no relation whatever to 
earnings or earnings potentials, however exagger- 
ated. Similarly, in 1929, the dividend yield on the 
Dow Jones Industrial Average was 3.838% whereas 
today it is 614%, with the yield of many good stocks 
ranging up to 8% and 10%. Clearly there is no ex- 
aggeration in today’s stock prices; instead a good 
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case for undervaluation can be made in many in- 
stances. What’s more, market activity is moderate 
and has been so for many months. And the market 
itself, ever since the end of the bull market in 1946, 
has moved within a modest thirty-point range, 
hardly the kind of fluctuation that bespeaks specu- 
lative excesses. 

As to the latter, they are effectively circumscribed 
by present-day regulations, non-existent in 1929. 
Market control and supervision is such that there can 
be no recurrence of the type of manipulation and 
excesses which contributed so greatly to the ultimate 
collapse in 1929. In contrast, conditions today tend 
to check rather than encourage the kind of specu- 
lative orgy which ended in disaster. 


Causes of the Great Depression 


This as far as technical market conditions are 
concerned. In drawing a parallel between 1929 and 
today, one must of course not ignore the fundamen- 
tals which have created these conditions. The super- 
speculation of the late Twenties and the subsequent 
price collapse which wiped out billions of dollars 
unquestionably intensified the ensuing depression 
but was hardly the sole or primary cause of it. The 
Great Depression might have been less onerous, the 
stock price collapse less ruinous, if holders and 
speculators of stock earlier in 1929 had paid more 
attention to basic factors, then beginning to show 
signs of deterioration. There were many weaknesses, 
but they were blithely overlooked. 

To understand what happened, one must go back 
to the early Twenties. The business recovery of 
1921-1923 is now recognized as the last natural re- 
covery trend which, even as it was under way, was 
being undermined by the sharp increase in our pro- 
tective tariffs in 1921 and 1922. Our recovery then 
was not assisted by improved conditions abroad. In 
1920, the whole world went into crisis, as we did. 
The tide in this country turned without outside help 
but prolonged difficulties prevailed in other coun- 
tries for several years after our revival, intensified 
by our tariff policy. Our export markets, especially 
in agricultural products, turned sour and early in 
1924, recessive trends set in. It was then that first re- 
sort to easy money policy was had with the Govern- 
ment buying some $400 million Government securi- 
ties (then a sizable amount), flooding the money mar- 
ket, depressing interest rates and generating an ex- 
pansion of commercial bank credit of over $4 billion. 


Heavy Foreign Lending 


As a result, things perked up noticeably. Came 
the Dawes Plan which restored confidence of Ameri- 
can investors in Europe. We began to lend enormous 
amounts to European countries, loans which we 
couldn’t have made in such volume if it hadn’t been 
for the great expansion in bank credit. Our exports 
soared but because of our tariff, Europe couldn’t pay 
for them with their own goods; but we did lend the 
money with which to buy our goods. And the same 
flood of money generated a strong speculative move 
in our securities markets. After mid-1924, the stock 
market really began to rise. 

Subsequently we went through five years of joy- 
ous prosperity, with rapidly expanding bank credit, 
soaring security prices and gigantic issues of new 
securities including many foreign loans. It was in- 
tensified by a renewed cheap money move in the 
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summer of 1927, and again it worked. Stock prices 
went to fantastic heights as speculation rose to 
feverheat. New security issues which totalled $4.3 
billion in 1923 rose to $10 billion in 1929. The qual- 
ity of bank credit was impaired in the process. The 
indebtedness of foreigners was enormously increased 
and their annual debt service requirements grew by 
leaps and bounds. But our tariff remained as a bar- 
rier retarding or making impossible the debt pay- 
ment by foreigners. 

Then, late in 1929, came the great stock market 
smash, followed by an ominous decline in commodity 
prices. The stage was set for a severe reaction. We 
might have come through it in at least orderly fash- 
ion (however painful) but once again, early in 1930, 
the Federal Reserve Board resumed its cheap money 
policy, buying a large amount of Government securi- 
ties, encouraging speculative optimism and the flota- 
tion of additional foreign loans. Thus the stock mar- 
ket rallied, temporarily, in early 1930, but signifi- 
cantly, the curve of industrial production, down- 
trending even before the 1929 market crash, did not 
rise. It sank steadily through 1930; industry could 
no longer respond to the financial stimulus. This 
time the injection of easy money failed and the mar- 
ket resumed its downtrend. 


Collapse of International Credit 


Finally, late in 1930, we again raised our tariffs 
to protect our tottering home markets. In reaction, 
the whole world began to do likewise and erect 
strangling trade barriers. World commerce fell to 
appallingly low levels and as it did, the burden of 
payment of foreign debts, which should have been 
carried primarily by the movement of goods, fell 
heavily on gold. Normally, when goods move freely, 
there is plenty of gold. But when not goods but only 
gold is free to move, debtor countries just haven’t 
enough to make debt payments possible. In the en- 
suing collapse of international credit which moved 
fast in tragic 1931, country after country went down 
and finally Britain was forced off gold. There fol- 
lowed a great outcry against gold as the culprit 
though the fault was not with gold but with the 
strangling of the international movement of goods. 
In a vain effort to correct the situation, we finally 
went off gold, too. 

This, very roughly, is the chain of events which 
brought about the Great Depression. The primary 
causes wére deeply rooted in the economic unsettle- 
ment created by World War I and its consequences. 
But the situation was immensely aggravated by the 
policies pursued in trying to meet the new problems. 

In the wake of World War II, new and graver 
problems have arisen, but conditions as well as poli- 
cies are different, making it unlikely that there will 
be another 1929. As far as the stock market is con- 
cerned, basic technical factors alone, as previously 
contrasted, argue strongly against it. What about 
fundamentals? 

Here, too, we find many conditions radically dif- 
ferent. Back in 1929, our banking system was highly 
vulnerable. Today it is strong and liquid. Again we 
find ourselves in an era of easy money, have been, 
in fact, ever since this became official policy. But it 
is not working as it did in the past. While money 
is plentiful, it is being used with far greater caution 
than two decades ago. Bank deposits latterly have 
been shrinking largely because of the prolonged de- 
cline of business loans, a (Please turn to page 142) 


TIS 





; 
Shi AA\ 

Jal 44 ay Abs 

VEE RRR dabis* 


. | ie 
Yn 
& 


aires in Anahi) i: 


Washingion = ee 
Miami DILEMMA IN 


LABOR POLICY FRM 


By E. K. T. 


POLICY must soon be determined to govern govern- 
ment subsidies for construction and operation of mer- 
chant ships, if the United States shipping industry is 
to go ahead with long-delayed plans for which money 





WASHINGTON SEES: 


The steel and coal strikes have combined to cre- 
ate the certainty that congress will attempt, a few 
months hence, to strengthen the government's hand 
to deal with stoppages threatening the national 
economy. The power of the President to step into 
such situations cries for clarification. Serious doubt 
exists in his mind whether he should continue to use 
the antiquated machinery he has relied upon, but 
the widespread industrial havoc caused by the 
walkouts is said to have changed his general atti- 
tude which was against federal intervention. 


In the past, the government has ended national 
emergency strikes either by seisure or by United 
States court injunction. A World War | statute 
serves as the basis for seizures. The selective service 
act of world War Il includes a limited power of 
seizures affecting only plants whose product is 
needed to supply the armed services. That could 
hardly be stretched to cover the steel-coal im- 
passe; in fact many congressmen say it can’t be 
used in a strike in any event, but only to force a 
manufacture to convert to war production if he 
seems reluctant to do so. 

Foes of the injunctive provisions in the Taft-Hart- 
ley Act contended the President needs no specific 
grant, that the power is inherent in the Presidency. 
That concept has never been put to a test, how- 
ever. And the machinery of the T-H Law is slow 
and cumbersome. All in all, the subject now is 
classed as one of uncertainty and vagueness, need- 
ing clarification. 

But in appraising the outlook, careful observers 
will not overlook the fact that 1950 is an election 
year. 
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is available. President Truman believes there should 
be no ceiling on the amount the Treasury should con- 
tribute toward the building and operation of craft, 
that the figure should be fixed in the light of existing 
conditions, the cost of creating vessels which are 
readily convertible to wartime use, and the fluctua- 
tions in foreign costs, since the purpose of subsidies 
is to match those costs to the operators. But congress 
has the hatchet out for the Maritime Commission, 
wants fixed limits. 


JUSTICE Department hopes to place a gag on business 
entities against which proceedings are brought and 
currently is backing efforts by Rep. Wright Patman 
to have the Treasury refuse federal income tax de- 
ductions to cover the cost of newspaper advertise- 
ments placed by A & P to present its side in the pres- 
ent antitrust case. The government lawyers claim this 
type of advertising is not intended for sale of com- 
modities, and therefore isn’t a “business expense.” 
The Department piously declares: “We don’t try our 
cases in the public print or on the public platform.” 
Yet hardly a day passes when Attorney General 
McGrath or one of his aides fails to discuss the A & P 
case in a speech. 


ECONOMY wave instituted by Defense Secretary 
Johnson, may be short-lived. Huge savings were to be 
effected by personnel reductions in the civilian ranks, 
but if President Truman permits Johnson to use the 
money congress appropriated to his offices, a sizeable 
bloc of the 135,000 civilians dropped only two months 
ago will be back on the payroll. To service the 58- 
group air force alone will require 20,000 additional 
civilians. Cutbacks for the army and navy were prin- 
cipally on paper, preliminary to execution. Now the 
reduction will be fractional, unless Mr. Truman 
steps in. 


FOUR BILLION dollar federal tax proposal came to life 
after congress had adjourned, but there are few in 
Washington in a position to do anything about it who 
believe Mr. Truman revived it with any genuine be- 
lief that it can be brought about. Chairmen of tax- 
raising committees in both houses of congress, both 
of them democrats, were first to say an emphatic no, 
after the President had made his proposal. 
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Administration leaders have laid plans to make 
a frank bid for bloc political Support when congress 
reconvenes in January, with attention directed first to 
consumer groups, and then to the Negro vote. Item l 
on the new agenda will be the oleo tax repeal bill, after 
which Capitol Hill will make another try at a Fair 
Employment Practices bill. By solving the problem of 
on-farm storage of support-price grain purchased by the 
Commodity Credit Corporation, the White House has 
carried out a campaign pledge, now feels assured the 
farm bloc is, at least, not displeased. 


Gen. Omar Bradley, who won many strategic 
battles in World War II, has an administrative victory 
to his credit. The issue whether to establish a policy 
and appropriate large sums of money to re-arm Western 
Europe and other friendly nations was in a see-Saw 
as adjournment day approached. The soft-spoken chairman 

of the Joint Chiefs of Staff appeared before the committee, delivered himself 
of the military reasons for passing the measure, then played his rtump card. 
He cited Russia's known progress in the field of atomic explosions and commented, 















































be the first target. In the spoken word, "Capital" and "Capitol" have identical 
sound. The senators snapped to attention, voted the appropriation. 


The damage resulting from the strike of the bituminous coal miners 




















Without coal and steel, supplies 
of which were dwindling and spreading the period within which normalcy could be 
restored after settlement, numerous other industries already knew that curtailment 
was ahead, come what may. 











Somewhat obscured in the welter of argument and discussion was 
John L. Lewis' first public, bold stroke for nationalization of the coal mines. If, 
said Lewis, the situation were not corrected before too long, the miners would 
be willing to "cooperate with the government" in working the mines, provided the 
government made a "bona fide" seizure of the properties and operated them separately. 
And, he added, "fact finding boards are out!" 





























Ihe Administration counts the Southern states lost to the democratic party 











encouraging construction of public power plants in New England and adjoining states. 
Bait held out to that geographical area is the low schedule of rates which accrues 
from public power, which might serve to win back industry already lost to the southland 
or put brakes on the movement downward. First formal steps will be taken at a 

Boston conference of New England democrats, November 20-21. 














There are no federally-constructed power plants within the six 
New England states. Whether related to thai fact or not, rates are highest in that 
zone, and the Administration will seek to establish the connection between costs 
of power and loss of industries in recent years. For example: "If the cotton mills 
located in the south were in New England, they would have to pay 27 million dollars 
more a year for the electric power they use.“ Argument is made that water power 
potential in New England could be realized upon to bring the rates to a substantially 
lower level. 


























Union lobbyists are kicking themselves because they permitted their 
attention to be distracted long enough for congress to "put over" a ruling that 
corporate salaries of $75,000 or more no longer will be made a subject of publica- 
tion. Explanation by the lawmakers was the need for cutting down expenses, but to 
the Machinists’ Union "that excuse is so thin anyone can see through it." The union 
sees a more Sinister reason: "Publication embarrassed some of the nation's biggest 
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executives. It also provided union members a measure against which to judge their 








In truth, the ruling was not at all sneaked over. Wisdom of publication 
has been a subject of serious debate in several recent sessions of congress; in fact 
it was gravely questioned 15 years ago when it began, with publication of corporate 
salaries of $15,000 or more -- raised in 1938 to include only those receiving salaries 
of $75,000 or in excess. Promoters welcomed it as a "sucker list" for philantropic 
appeals. But even "liberals" pointed out it was deceptive because it doesn't reflect 
income from dividends and other sources. 

The fight still is raging over l'affaire Olds. The Administration adopted 
an unusually drastic political step in its unsuccessful attempt to have the senate 
confirm Chairman Leland Olds for reappointment to the Federal Power Commission, 
soliciting the support of state and local democratic organizations and asking that 
pressure be placed upon their senators. It backfired in senatorial resentment. 


Olds had been depicted by his Supporters as a thoroughgoing believer in 
the American way of life. That he had written articles for publication when a 
callow youth which, in the light of later reading tag him as a leftist, was claimed 
to be a subterfuge. But now the things that Olds stood for (which presumably were 
defeated by his rejection) may come about by direct action of the people, say the 
_ Americans for Democratic Action. And what do they add up to ? "The rejection of 
Leland Olds can well lead to the public ownership of all basic natural resources, 
including oil and gas. This is something which those who are after Leland Olds' 
scalp should soberly contemplate." 

Real purpose of the congressional investigation into lobbying in 
Washington is not to spotlight activities of certain marked groups, although several 
will come in for close scrutiny, but to disclose the inadequacies of the present 
registration law. The Department of Justice has pointed out to house leaders that 
the statute doesn't hit the target at which it was aimed, and will introduce 
evidence to show loopholes have been fashioned out of a whole raft of ambiguities. 


Justice Department hopes to require all trade associations to register 
as lobbyists, declare purposes, name names, and list salaries. These organizations 
escape under the present statute because their "principal" business is not in- 
fluencing legislation. Effort was made to force the National Association of 
Manufacturers to register. NAM defended on the basis of the words "principal 
activity," and suit has been filed. The case probably will not reach trial soon; 
amendment of the law be debated in the meantime and ultimate action by congress 
will decide whether the case remains on the docket. 


But there's still another reason: most costly lobby in Washington is the 
combined federal agencies and departments. The democratic majority has been 
concerned about that, has heard rumors the republicans will make a campaign issue 
out of it, and is determined to do some exploration in that field to head off a 
possible lethal attack. Among those familiar with government methods there is 
little hope that a practice so long observed and so hard to nail down will be 
Stopped. But the democratic leadership by setting up an investigating committee can 
at least claim "good faith." 


Little-noticed volume recently off the press of the Government Printing 
Office will gain prominence in the next session of congress, attain the status of a 
text-book on private enterprise vs. government operation. The senate-house joint 
committee on the economic report has prepared the material, gathered it in a pamphlet 
titled "Factors Affecting Volume and Stability of Private Investment." The joint 
committee has copies for distribution to inquiring parties, but it hasn't become Zz 
a best seller as yet. It will bob up during economic hearings which are projected for 
1950, plans for which still are nebulous. 

A new type of debenture bonds soon will be placed on the market. Central 
Bank for Cooperatives will make a public offering, its first since receiving 
authorization in 1933. More than 1,600 farm cooperatives are using credit through 
the Bank for Cooperatives, now would like to retire all government capital in these 
banks, become the absolute owners. 
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New Keystone 
In Our Asiatic Policy 


By V. L. HOROTH 


~ 
“* the past three weeks America has been 
playing host to a distinguished visitor, Pandit 
Jawaharlal Nehru, Prime Minister of India, a coun- 
try with a population more than twice that of ours. 
Pandit Nehru’s star has been rising while that of 
Chiang Kai-Shek has been setting. Not only has he 
been one of the leading architects of modern India, 
but it is through his influence and ability that India 
is emerging as the leader of Asia’s non-communist 
countries. The main reason for his visit here is to 
get acquainted with America, and to learn some- 
thing about our spirit and intentions, as well as 
about our power and the strength of our economy. 

For America, his visit should provide the oppor- 
tunity to revise some of our romantic conceptions 
about Asia, and India in particular, as the land of 
bejeweled maharajas, famines and outlandish reli- 
gions. It is important for us to learn that India is 
a country in desperate need of industrial expansion 
and of modernization of her agricultural practices; 
that she is a country with huge resources — both 
natural and human—and that she should be helped 
in their development so that she can contribute her 
proper share to the world’s well-being and to the 
international exchange of goods. 

It is not a mere coincidence that Prime Minister 
Nehru is here at the invitation of our State Depart- 
ment at the time when the Chinese communists are 
getting ready, after the fall of Canton, for the final 
onslaught on Nationalist China. It is not a coincidence 
that he is here at a time when India’s economy is in 
serious distress because of inflation, inability to raise 
sufficient food and lack of capital. Nor is it a coinci- 
dence, one may add, that the discussions of the Presi- 
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dent’s Point Four Program for undeveloped countries 
and of the potentialities of India as a market for our 
exports have assumed a new meaning and that the 
dispatches from London mention, all of a sudden, the 
necessity of “doing something” about the scaling 
down of India’s sterling balances. 

The point is that all of these developments fit to- 
gether. They can all be viewed as a “groping” for a 
new policy in Southeastern Asia now that the col- 
lapse of Nationalist China has showed up the weak- 
nesses of the old. More than that, our objective is to 
develop a system of defenses, to throw up a barrier 
that will prevent the spread of communism from 
China and partially infected Indo-China. 


High Stakes 


The stakes are high: Burma, Malaya, Siam, Indo- 
nesia, the Philippines, and India herself, all countries 
which because of their low standard of living are es- 
pecially vulnerable to communism, and which are 
veritable “‘treasure chests” of such natural resources 
as rubber, tin, and petroleum which would greatly en- 
hance the industrial and military potential of the 
Soviet-dominated orbit. It is true that the bolstering 
of Southeastern Asia is likely to be less costly than 
that of Western Europe with its high standard of liv- 
ing. But it will also be riskier, for, as the London 
Economist recently wrote, ‘““Any change for the bet- 
terment in the Asiatic peasant’s circumstances seems 
to wake him up out of his fatalistic lethargy only to 
render him more receptive to communist whisperings 
that he ought to be getting more.” 

Because of their past history, their social and eco- 
nomic conditions, and firm steps taken, communism 
has had up, to now, little positive appeal in India and 
Japan. Both countries could, therefore, serve as natu- 
ral bulwarks against communism. Japan is ideally 
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INDIA: Trade, Prices, Production and Inflation | 
| 
India: General Trade U. S. Trade with India Wholesale Industrial Steel Gold & For. Ex. | 
Imports Exports Balance Exports Imports Balance Prices Shares Production India Pakistan | 
in 000,000 rupees) (in millions of $) (1937=100) (000 tons) (000,000 $) | 
1s fee vee 1,804 1,913 +109 43.7 95.9 — 52.2 100 100 936 S900 as © | 
(938... .. 1,580 1,706 +126 33.4 58.4 — 25.0 90 83 984 485 Sak 
1946. nae BORO 3,210 —385 170.8(a) 237.7 — 66.9 252 242 1,272 S79(6) 
HORT .:... . 4,569 4,083 —486 401.1 253.8 + 147.3 278 183 1,224 4,864 559(c) 
1948 5,188 4,228 —960 298.1 265.3 + 32.8 344 151 1,224 3,354 798 
1948 mo.av. . ce An en 352 — 80 24.8 22.1 = eA 102 
1949 
MONS <=. ee 351 —199 31.4 23.2 i 14 352 136 oF 3,238 81 
Rae Some Pee orem es 358 —163 24.5 22.2 mit Secs 346 135 99 3,168 798 
March . Sere et 322 —229 32.3 20.7 + 11.6 347 131 128 3,101 781 
April eae eeee ew 517 345 —172 30.6 24.1 6:5 352 122 126 2,971 810 
May ; 641 301 —340 28.8 19.0 + 98 352 120 123 2,864 788 
June . 606 296 —310 29:3 18.9 + 10.4 354 Hl 96 2,750 776 
July copies 311 —258 19.3 13.0 + 6:3 357 114 2,650 736 
. ee us 60 — 25 mm 4 .. so mm 
(a)—Cash exports only (ex lend-lease). (c)—Aug. 1948, when the first transfer of the assets from the Indian 
(b)—5,315 million dollars at the end of 1945. Reserve Bank to the Pakistan State Bank took place. 

















located as the northern anchor of the projected west- 
ern defenses. However, her imperialism and militar- 
ism are recent, and too great an eagerness to build 
her up may be not only dangerous—if no restraints 
are imposed—but also quite unpopular with those 
peoples whom Japan controlled and brutalized during 
the war. On the other hand, India, the strategic posi- 
tion of which is equally ideal to serve as the southern 
anchor of the Western World’s defenses, has been 
catapulted, largely through Premier Nehru’s influ- 
ence, into the leadership of awakening Asia. 

Can India be persuaded through Nehru to give un- 
reserved cooperation in a possible conflict of the West 
with the Soviet Union and in checking the spread of 
communism in Southeastern Asia? Pandit Nehru is 
no friend of communism in his own country, and the 
ruthlessness with which the Indian Government has 
been fighting the communists is as good proof of it 
as any. But beyond this, India, in the words of Mr. 
Nehru, “has no intention to commit herself to any- 
body at any time.” 


Nehru’s Attitude 


The answer to why Mr. Nehru refuses to let himself 
be maneuvered into a position of unreserved coopera- 
tion with the West must be sought elsewhere. In the 
first place, he is a philosopher and a convinced paci- 
fist; no greater contrast can be imagined than that 
between him and that other great Asiatic leader, 
Chiang Kai-shek. Second, Pandit Nehru is a fervent 
Asian nationalist who quite naturally during his jail 
terms must have formed a negative opinion of West- 
ern colonialism and British imperialism, and a posi- 
tive opinion about “the new world” that the Russians 
were building. Since then, however, his sentiments 
are known to have changed. Much of his former bitter- 
ness against the British is gone. At any rate, he con- 
demned the subversive tactics of India’s Reds. 

Third, Nehru is a convinced socialist, and as the 
leader of the left wing of the Congress Party, he 
once pressed for the early nationalization of all impor- 
tant industries. However, in this respect he must 
have modified his views, because in a recent inter- 
view he declared that the earlier nationalization plans 
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are being completely revised and put off for at least 
a decade for the simple reason that India has no 
money to reimburse the owners. One reason why 
Nehru and many other leading Indians have favored 
nationalization has been the unusual degree of con- 
centration—when compared with this country and 
Europe—of economic power in India. The control 
over banking, insurance, and practically all the big 
industries is limited to a few family groups—as in 
Japan. Free enterprise, insofar as it has existed in 
India, has been limited to these groups. 

The winning of Prime Minister Nehru for the full 
cooperation with the West presupposes the elimina- 
tion of everything that smacks of the old colonialism 
and imperialism. The re-establishment of the prewar 
relationships between the countries of Southeastern 
Asia and the Western European countries is out. 
Moreover India, like any new country, is perhaps 
unduly sensitive about her prerogatives and sover- 
eignty. This would exclude any aid that would impose 
too much supervision or lead to “exploitation.” 

The same old problem that we faced in China, that 
of spending large amounts of money without having 
much control over how it is spent, is going to be pres- 
ent also in Southeastern Asia. Because of this, the 
loans by the International Bank, which are given on a 
straight bank loan basis, and the outright gifts and 
the assistance visualized under the Point Four Pro- 
gram are likely to prove the most practical way of 
meeting the situation. 


India’s Deteriorating Economy 


Fortunately the West is in a position where it can 
ask, in turn, for some concessions to its views. This 
because India needs help, and needs it soon because 
of her rapidly deteriorating economic situation. Con- 
trary to all expectations, India has consolidated her- 
self politically in a manner that commands admira- 
tion. War with Pakistan has been averted, and there 
was no breakdown of authority after the British left. 
The problem of incorporating some 500 princely 
states was neatly solved. 

On the other hand, no one expected in the summer 
of 1947 that the partition would be followed by busi- 


THE MAGAZINE OF WALL STREET 





— ——— —_ | 








_ ee VS eet ee fle NS OOP 





ness stagnation and economic deterioration. As a 
matter of fact, such gloomy predictions were at that 
time reserved for Pakistan, the economy of which— 
to confound the political economists more—has shown 
an unexpected soundness and vitality. Generally 
speaking, India’s economic troubles have been due to 
(1) inflation, (2) large balance of payment deficits, 
and (8) business stagnation. 

The partition of the old “British India” into the 
Indian Union and Pakistan was followed by a relaxa- 
tion of controls which up to that time had held the 
inflationary forces in check. The disorganization of 
production, transportation bottlenecks, and the dis- 
location of trade likewise added to the inflationary 
pressure, and to top it all, there have been budgetary 
deficits owing to heavy military and capital expendi- 
tures. Within one year following the partition, prices 
rose from a level 214 times higher than prewar to a 
level 314 higher. This took place when buyers’ mar- 
kets were beginning to return all over the world, 

The rise of prices has been followed by a rise in 
wages and costs with the result that the greatest sin- 
gle advantage which Indian producers used to have 
over their competitors—cheap labor—has been lost. 
As a matter of fact, being ignorant and inefficient, 
Indian labor has become too expensive, particularly 
as it has become armed with a vote and has the so- 
cialist Government’s support. Hence the dire need for 
modernization of Indian mills and the raising of 
labor productivity. 

As a result of the sharp rise in production costs, 
many Indian export products—burlap in particular 
—hbecame unsaleable abroad at a profit. This devel- 
opment had disastrous consequences in two directions. 
In the first place, it led to a decline in production of 
such products as cotton, cement, burlap, sugar, and 
steel. Second, it lowered the earnings of foreign ex- 
change at a time when the Indian Government had to 
make abroad large purchases of foodstuffs in order 
to relieve the inflationary pressures at home. In this 
connection it may be added that India’s food produc- 
tion has failed to keep up with the increase of popu- 
lation and its purchasing power. The food deficit has 
become worse since the separation of Pakistan. 


A Vicious Circle 


The Indian economy was thus caught in a vicious 
circle. In foreign trade, the country has been piling 
up heavy deficits. During the first seven months of 
this year, the excess of imports over exports reached 
the fantastic annual rate of nearly 3 billion rupees, 
or almost one billion dollars. Before the war, India 
used to have a trade deficit of 100 to 150 million ru- 
pees. Yet the huge imports have done relatively little 
in averting the price rise. To cover the deficit, India 
has been drawing heavily an its wartime accumulated 
balances. As will be seen from the appended table, 
these resources dwindled from the equivalent of $5.3 
billion at the end of 1945 to less than $2.6 billion at 
the end of August. Had things continued at this rate, 
there would have been no problem of blocked sterling 
balances as regards India in a year or two. 

The general unsoundness of the Indian economy 
has been reflected in the continued fall of stock prices 
(see table), as well as in the lack of confidence on 
the part of the private entrepreneur to put up new 
capital. The Princes, formerly an important source 
of capital, are now, as the Economist points out, 
either pensioners or hoarders. The tax-gathering 
methods and the policy of nationalization by left-wing 
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Congress leaders have also scared off potential in- 
vestors. A good deal of responsibility for all this is 
placed on Mr. Nehru and his colleagues. They are ac- 
cused of having failed to stabilize the budget, of hav- 
ing imposed prohibitively high taxes on business and 
industry, and of having raised industrial wages with- 
out increasing worker efficiency at the same time. One 
of the leading Indian businessmen quite frankly has 
pointed out that “economic deterioration bids fair 
to undermine a great deal of the political success 
achieved thus far.” 


Devaluation May Help, But No Panacea 


The devaluation of the rupee by 30.5 per cent will 
not be a panacea; more likely it will merely slow 
down the economic deterioration by making some of 
the export industries viable, and by reducing the 
drain on foreign exchange resources. On the other 
hand, the decision of the Government of Pakistan not 
to devalue its currency has wrought hardship on In- 
dia’s largest foreign exchange earning industry, the 
burlap industry. The Calcutta mills will now be pay- 
ing some 40 per cent more in terms of dollars for their 
raw material, jute; on the other hand, they will be 
getting 30 per cent less for (Please turn to page 144) 
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| Principal Commodities Exchanged Between the 
| United States and India & Pakistan in 1948 
(figures in millions of dollars) 
1948 
United States Imports from India 
Jute and burlap $152.1 
Shellac and other resins 18.7 
Tea .... ; 7 14.8 
Cashew nuts; other nuts and prep. 12.7 
Mica and other non-metallic minerals 13.1 | 
Spices 8.3 | 
Hides and skins 11.2} 
Wool and manufactures 9.4 | 
Cotton and semi-manufactures 6.3 | 
Manganese and other alloys 5.7 | 
Leather __.. om . 4.0 
Drugs, herbs, leaves, roots, etc. 2.7 
Hair . 8 | 
All other imports : 7.9 
Total $267.7 
United States Imports from Pakistan 
Jute and burlap = zs nn USE 
Wool, raw ... Seco ae eae ee ose 6.2 
Hair and manufactures 1.0 
Hides and skins 3.6 | 
Furs and manufactures 1.1] 
All other imports 2.2 | 
Total — $ 24.9) 
United States Exports to India 
Industrial machinery $ 59.8 | 
Automobiles and other vehicles 39.8 | 
Grains and preparations ..... 63.5 | 
Petroleum and products... ae 20.6 | 
Steel and iron manufactures 14.9 
Non-ferrous metals, alloys, etc. 9.1 
Dyestuffs 0... el 17.3 
Chemicals... : aL : 19.8 
Textiles, raw fibers and manufactures 14.5 
All other exports ee 38.2 | 
Total ...... $297.5) 
United States Exports to Pakistan 
Industrial machinery 3.6 | 
Automobiles and other vehicles . 1.6 | 
Grains and preparations 2.5| 
Textiles ae 3.1] 
Chemicals and dyestuffs : . 1.1 | 
Steel products, nonferrous metals, etc. 1.5 
Coal and petroleum and byproducts 1.2 
All other exports 2.1 
Total . $ | 7] 
121 












_—_— of pictures, the Eastman Kodak 
management has developed an unusually attractive 
one for its stockholders—and one that is generally ap- 
preciated by investors judging by market behavior 
of the stock in recent years. Contrary to experience 
of shares representing industries dependent on con- 
sumer income and supposedly catering to satisfaction 
of luxury wants, Kodak has declined comparatively 
little from its 1946 peak. Moreover, this confident at- 
titude toward the company’s prospects has been jus- 
tified, for sales and earnings have continued to mount 
to new high records until this year and dividends have 
increased conservatively. 

In appraising the outlook and growth potentialities 
of Eastman Kodak, the first factor to bring clearly 
into focus is that products are well diversified and 
that sales by no means are dependent on amateur 
photography. As a matter of fact, commercial and 
professional photographic requirements have become 
increasingly important as a source of revenue. This 
division which produces films, plates, papers, etc., for 
commercial photographers, for the printing and pub- 
lishing business and for record keeping, accounted 
for 25 per cent of sales last year. As demand for busi- 
ness records increases in connection with pension 
systems and similar employment data, it seems ap- 
parent that industry will turn to microfilm devices 
in the interest of completeness and accuracy. 

Amateur photography, of course, remains a major 
contributor to sales, accounting for 29 per cent of 
1948 volume. Sales of films, cameras and accessories 
were stimulated especially last year because the busi- 
ness still was feeling the effects of deferred consumer 
demand that had been accumulating during the war- 
time shortage. Amateur motion pictures have in- 
creased immensely in popularity in the last decade 
and, with the sharp rise in national income, demand 
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By C. F. MORGAN 








had exceeded supply for several years—to such an 
extent that used equipment brought fancy prices just 
as in the case of used motor cars. 

Moreover, in the case of films for motion picture 
making, supplies were scarce until about a year ago. 
Until the beginning of this year, producers of photo- 
graphic materials and accessories had enjoyed a 
strong sellers’ market. Urgency of demand for the 
wide variety of products made by Kodak is reflected 
in growth in sales to more than $435 million last year 
—a figure more than three times as large as ten 
years earlier. 


Growing Diversification Important Factor 


The fact that Eastman has extended its activities 
into textiles, plastics, vitamins and chemicals is not 
generally taken into consideration in considering the 
company’s position in industry. Sales of cellulose 
products, including estron yarn and staple fiber, ace- 
tate sheeting, plastic molding compounds, etc., ac- 
counted for 23 per cent of 1948 volume, or approxi- 
mately $100 million, while chemicals contributed an 
additional $2.5 million, or about 6 per cent. Remain- 
ing sources of income include professional motion 
pictures, which have averaged about 9 per cent of 
sales in recent years; special military apparatus and 
equipment, accounting for about the same proportion 
of sales as chemicals; and miscellaneous items. In the 
last named category are vitamin concentrates and 
high vacuum equipment added in 1948, for which 
management holds high hopes. 

It may be seen then that Kodak’s sales are depend- 
ent only partially on requirements of amateur pho- 
tographers. Moreover, it may be unwise to overem- 
phasize the extent of luxury demand in this category, 
for amateur motion picture photography has become 
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mach eo papular bobs Chet hie OO ee eee Se as 
taken on the cChanscecsta of 3 Oe | Adjusted | 
habit. A great many enthusiasts ,--—1 je ee eee — 60 
would sacrifice other wants before t t = High - 53 — 
depriving themselves of the pleas- t ra ee Te 
ure and excitement of picture tak- { | t ir 
ing. Management has been sur- | ! li rs [ 
prised, in fact, that sales of color [— ~~ | i" a | —|* 
films have been so well maintained tt i i | | 
this year in the face of indications }—__—_— pongo ya a ioe Hit} 1 he {iit 45 
of reduced employment and na- Shs. Common: 12,380,065 - $10 par ~ f (ia . iat Ht Hit 
tional income. Experience suggests Fiscal Year: Dec. 31 af WE: | 40 
that sales of amateur photographic om | it kf 
supplies and equipment have been HL ! Hing lon 
spurred by population growth. De- it “Tt = that — +--+ ___+—__+__] 
sire for pictures of the “new baby” | y ng “ft Hy, i 
is a strong inducement for home fin tt oo —— 
photography. Hence it is not sur- t lft tha 1" —— 
prising that the uptrend in film | “tf Hh, phi: come ae Se SRA! EEE Tae 
sales has followed a sharply rising so aoa a aren Hyp t ! | 
curve in population. + [aetna oa Gees i I 
Taking into consideration the } ! ! ——f dM | 4 
strongly entrenched position of ; r f aT i t | — | il | 20 
amateur photography and prospects Halt ; 1940 | 1941 | 1942 ups aaa al atL 1948 an | " 
for growth in industrial require- [7.48 [1.65 | 1.59 | 1.71_|1.68 | 1.77 | 1.83 2.61 | 2.85 | 3.46.1 4.45 | Eaen 
ments, on which comments will be {1.30 [1.20 | 1.20 | 1.20 [1.35 | 1.00 | 1.00 [1.30 | 1.40 | 1.55 | 1.65 oly 
made later, it is not so surprising 86.5. | 16.5 73.9 | 85.0 102.4 115.4 133.9 114.8 120.7 129.0 Ko Cop $i 





that Kodak shares have maintained 

their impressive position. The stock, around 43, is 
selling on an exceptionally high price-earningss basis 
and on an abnormally low yield at a time when good 
quality stocks are to be had at five or six times earn- 
ings and at yields of 6 or 7 per cent. Kodak shares 
have been appraised recently at about twelve times 
estimated 1949 earnings of perhaps $3.50 a share 
and the yield on an indicated $1.70 dividend’ is only 
about 4 per cent. Nevertheless, this return compares 
favorably with experience of the past, for the com- 
pany has a record of extreme conservatism in this 
respect. A more liberal rate would appear justified 
if profit margins are maintained and earnings hold 
around the 1949 rate when economic conditions re- 
turn to normal. 


Factors Bearing on Earning Power 

Before examining in greater detail some of Kodak’s 
pertinent financial statistics, which have been ar- 
ranged in accompanying tabulations for comparative 
purposes, it may be well to comment on other factors 
having bearing on earning power and _ potential 
growth. These include: (1) Growing popularity of 
amateur photography in line with rising income, in- 
creased time for recreation and exceptionally high 
birth rate experienced in recent years; (2) steadily 
mounting need for accurate records required by Gov- 
ernment agencies which may be advantageously filed 
on microfilm for future reference; (8) management’s 
enviable record in research and development of new 
products to broaden its field of activity; (4) prospect 
for tremendous growth in film requirements in con- 
nection with expansion of television, which conceiv- 
ably may use far a greater volume than the motion 
picture industry uses in supplying present theatre 
needs; and (5) promise of relief from wartime excise 
taxes, which would amount to a substantial price re- 
duction on photographic equipment. 

One of the most interesting developments of recent 
years is Kodak’s decision to enter the field of colored 
film for professional motion picture producers. In 
taking this step in competition with Technicolor, 
management appears to have satisfied itself that its 
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product will be favorably received and will prove 
equally satisfactory or superior to those of competi- 
tors. The Hollywood producers presumably would 
produce a much greater proportion of films in color 
if costs were more reasonable. Eastman hopes to be 
able to place colored pictures within the budgets of 
almost any good picture. Its process is regarded as 
more economical in that it reduces time required for 
processing films. Success in this venture might not 
add greatly to the amount of film used by the motion 
picture industry, but would tend to increase sales vol- 
ume in this division through use of more expensive 
materials. 




















| Comparative Balance Sheet Items 
December 26, 
1940 1948 Change 
| ASSETS (000 omitted) 
iCeak $ 30,548 $ 29,598 —$ 950 | 
| Marketable Securities 18,262 48,095 + 29,833) 
Receivables, Net 13,053 44,543 + 31,490! 
Inventories 39,027 102,099 + 63,072 
Total Current Assets 100,890 224,335 + 123,445} 
| Gross Property Account 156,551 313,751 + 157,200 
Less Depreciation 70,015 142,525 + 72,510) 
Net Property 86,536 171,226 + 84,690| 
Other Assets 26,326 16,071  — 10,255| 
Total Assets $213,752 $411,632 + $197,880 | 
LIABILITIES 
Accounts Payable $ 12,789  $ 46,789  +$ 34,000) 
Accrued Taxes 11,579 48,488 + 36,909 
Total Current Liabilities 24,368 95,277 + 70,909 
Reserves 26,207 16,964 — 9,243 
Preferred Stock 6,165 6,165 ae 
Common Stock 99,041 129,991 + 30,950 
Surplus . ; 57,971 163,235 + 105,264 
Total Liabilities $213,752 $411,632 +$197,880 
Working Capital $ 76,522 $129,058 +$ 52,536 
Current Ratio 4.1 2.3 — 418 
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Potentialities of film requirements in television 
barely have been scratched. Thus far few programs 
have been prepared for general distribution through- 
out the country on film—that is, by means of the kino- 
scope. Greater use of this method of gaining simul- 
taneous presentation of programs in various uncon- 
nected localities is anticipated in the next year or 
two because completion of a nationwide system of 
television stations apparently will not be practicable 
for several years. Considering total possible time that 
may become available for telecasting filmed shows, it 
is not difficult to envision a volume of film require- 
ments in television far exceeding that now consumed 
in Hollywood. 


New Plastic Printing Plate 


Significant developments in improving printing 
and communications facilities have been made. Ko- 
dak’s laboratories have produced a plastic printing 
plate, which promises to be extremely useful in offset 
printing—a process that has grown rapidly because 
of the need for counteracting rising labor costs in 
the printing industry. Progress in developing emul- 
sions more sensitive than ever before obtained paves 
the way for increased use of photography in indus- 
trial research. A new type of equipment used in mi- 
crofilming records has been developed which has met 
with an encouraging reception in industry. It has 
especial appeal for banks, retail stores and other 
firms which make a practice of keeping records of 
checks, sales slips and small reference cards photo- 
graphed on one side only. Department stores gener- 
ally are adopting the Recordak method of keeping 
sales data, not only economizing in space and increas- 
ing efficiency but also providing a more satisfactory 
record for charge customers. Sales slips are included 
with monthly statements, and it has been found that 
this procedure avoids numerous controversies over 
statements. 

Outstanding progress in high-temperature photog- 
raphy—key to good performance in television—has 
been achieved through use of heated chemicals. Rapid- 
processing made possible in this manner led to de- 
velopment of a fast-as-light method of communica- 
tion known as “ultrafax.” This modern system of 
sending and receiving messages by means of televi- 
sion and film was perfected by Kodak in cooperation 


with Radio Corporation of America and its subsidi- 
ary, National Broadcasting Company. In time this 
development may permit simultaneous publication of 
a newspaper in various metropolitan areas—as, for 
instance, in New York, Chicago and San Francisco. 
Experiments along this line have suggested interest- 
ing possibilities even though the project scarcely 
could prove a source of valuable income for Eastman. 

Intimations of tax relief next year through repeal 
of excise levies on so-called luxuries point to the pros- 
pect of larger sales volume. Importance of this factor 
may be more readily appreciated when it is consid- 
ered that the Federal tax is 25 per cent on most me- 
chanical goods and 15 per cent on sensitized goods. 
Taxes collected by the company for the Government 
approximated $25 million last year and, judged by 
sales trends, may not be much smaller for 1949. The 
company has been negotiating, but thus far without 
success, for excess-profits tax relief under Section 
722 of the Internal Revenue Code dealing with so- 
called hardship cases. The step was taken in behalf of 
the Tennessee Eastman Corporation for 1941-1945, 
when tax rates were based on a low pre-war average 
earnings base. Approval of the application could 
mean substantial benefits. 


Operating Margins and Earnings 


In studying the company’s financial statistics, a 
feature that stands out prominently is the high ratio 
of operating income to sales. The margin has aver- 
aged better than 20 per cent in the last decade, reach- 
ing 28.6 per cent in 1942. Volume of business has re- 
corded a consistent uptrend with sales this year pro- 
jected at about $425 million, or approximately double 
1942 total. It is interesting to observe that earnings 
after taxes have approximated about $1 a share on 
present common capitalization for each $100 million 
of net sales. As an example, for 1948 net profit worked 
out at $4.45 a common share on $435 million of busi- 
ness, while in 1941 on a volume of $182 million earn- 
ings came to $1.71 a share and in 1938 net profit 
amounted to $1.48 a share when sales slightly ex- 
ceeded $128 million. There is no particular signifi- 
cance in this comparison unless it indicates a measure 
of consistency in carrying gross income down to net. 

Another striking aspect is the comparatively low 
depreciation figure. Man- (Please turn to page 144) 






































Long Term Operating and Earnings Record 
Total Operating Operating Net Net Profit ai 
Sales Income Margin Income Margin Net Dividends | 
Millions yA Millions %  PerShare Per Share Price Range | 
1949 (Ist half) * $190.0 $39.8 209%. $21.3 11.2% $1.63 $1.70 4 475-385, b | 
1948 435.3 ‘101.1 23.2 55.4 12.7 4.45 1.60 46Y4-38'/g 
1947 . 351.7 78.4 19.0 43.2 12.2 3.46 1.55 49\/,-42!/, 
1946 274.7 59.4 18.2 35.6 13.0 2.85 1.40 5354-40! 
1945 301.5 72.5 19.8 327 10.9 2.61 1.30 453/,,-34 
1944 303.6 84.1 23.3 23.0 7.6 1.83 1.00 3554-313 
1943. 269.0 81.0 25.0 22.2 8.3 1.77 1.00 34 -291/, 
1942 219.7 73.6 28.6 ra Be 9.6 1.68 1.35 30!4-215% 
1941. 181.8 60.4 28.4 21.5 11.9 1.71 1.20 29!/4-24 
1940 130.8 36.6 22.0 20.0 15.3 159 1.20 33'4-23% | 
1939 cn 123.8 32.3 20.5 20.8 16.8 1.65 1.20 379-275 | 
10 Year Average, 1939-48 $259.1 $67.9 22.8% $29.5 11.8% $2.36 $1.28 535-215 | 
*_24 weeks, June 12, 1949. (b)—1949, to date. | 
(a)—Paid so far in 1949, plus 5% Stock Dividend. 
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SELECTED BY OUR STAFF 


<a currents in this year of uncertainties have 
affected large industrial groups in various manner, 
creating common problems or opportunities for most 
of their components. It happens, though, that there 
are some concerns with operations so highly special- 
ized that their progress has followed rather clearly 
marked individual patterns. We accordingly have 
selected four enterprises in this category that appear 
to be holding their own or forging ahead notably in 
interesting special fields. 

The mere circumstance that the firms under dis- 
cussion have established a place for themselves in the 
economy through the exploitation of rather unusual 
markets attests to commendable ingenuity by their 
managements. Development of patented ideas has 
been responsible for vigorous growth by representa- 
tives of virtually every industry, but the concerns 
chosen for our study appear to have strengthened 
their competitive positions significantly by emphasis 
on long experience and reputation for products with 
paramount or general appeal. 

Technical superiority gained over a long period of 
years or the introduction of more recent novel prod- 
ucts of unusual utility has accounted largely for their 
success. There is no little “romance” in the way these 
businesses have attained substantial stature and en- 
trenched themselves to a point where potential com- 
petition has been weakened. But from a more prac- 
tical viewpoint to the investor, the clear-cut dynamic 
character of their policies, together with the imagina- 
tive qualities so essential under Free Enterprise, 
count heavily. These fundamentals foreshadow well 
sustained further progress as the nation grows. 

Paper drinking cups and food containers for sev- 
eral decades past have steadily encroached on markets 
traditionally dominated by glass and chinaware. In- 
genious methods of manufacture originated by Dixie 
Cup Company, together with clever designing, have 
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Four Specialists 


Good Position 


enabled this concern to operate with 
unusually stable earnings and to 
establish new records in postwar. 
An unbroken dividend record since 
1929 reflects efficient management. 
Hence in a unique field this enter- 
prise is interesting to examine. 

Production of heavy type steam 
turbines and electric generators in 
demand by utilities, industries and 
the Government require highly spe- 
cialized engineering talent. In this 
respect Elliott Company has won an 
outstanding reputation. Though the 
business is sensitive to cyclical in- 
fluences, strong finances have sup- 
ported dividend stability for a 
fourty-four year period. This em- 
phasis the advantage of a strongly 
entrenched position in what might 
be termed an industry within an 
industry. 

Automatic regulation of heat has 
marked the amazing progress of 
technology in recent decades. One 
specialist in this field, Minneapolis- 
Honeywell Regulator Company, has 
established a growth record that 
lends unusual confidence in its oper- 
ations. Excellent cost controls have 
enabled the company to show a 
profit in every year since 1929, de- 
spite variations in annual sales. This indicates addi- 
tionally potential benefits derived from production of 
specialized devices with broadly expanding market 
potentials. Automatic heat controls, when first intro- 
duced many years ago, were a readily patentable 
novelty, and year to year improvements have con- 
tinued to fortify their competitive position. Their 
market potentials have been substantially enhanced 
by the advent of oil and gas burning heaters, as well 
as by the development of air-conditioning. Addition- 
ally, their cost-saving feature expands the indus- 
trial demand for them, and their multiple use in office 
buildings and apartment houses tends to increase 
unit shipments. 

Consumption of matches, because of their expend- 
able characteristics, assures such consistent demand 
in good times and bad, that their production has 
stimulated considerable competition. Despite this, 
however, combined manufacturing efficiency and con- 
servative pricing policies have consistently placed 
Diamond Match Company in a dominating position. 
By broadly diversified production of many other 
useful items besides matches derived from wood, 
this concern has not only utilized its vast holdings of 
timber but stimulated its own growth potentials. This 
large scale adaption of a single raw material to nu- 
merous end products has largely accounted for the 
company’s excellent record. Despite the diversified 
output, though, the character of all items is such that 
they permit distribution through the same outlets. 
The company’s long record of stable earnings and un- 
interrupted dividends extends back to 1882, speak- 
ing for itself. 

On following pages we present statistical data and 
brief comments on each of the four concerns we have 
mentioned. For timing of potential investments in 
these companies, we suggest that readers follow the 
advice of A. T. Miller appearing regularly in each 
issue of the Magazine. 
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{| 1941 1943 1944 | | 1947 | 194 1938 1939 1940 1942 1944 1945 1947 1948 1949 
260 | 1,64 | 1.51 | 1.57 [1.64 | 1.62 | 14 1.88 [2.32 | 2.63 | 2.62 j— Fern] 1.42 | 2.02 | 1.84 | 2.40 | 2.37 | 2.26 | 2.44 | 2.83 | 4.05 | 5.87 [6.70 
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DIAMOND MATCH COMPANY 


BUSINESS: The leading factor in the match industry, with operations bene- 
fitted by large scale integration and supplementary sales of lumber, 
chemicals, and a long list of products made from wood or pulp. Plants 
are strategically located from coast to coast, as are the company's lumber 
yards and branch offices. 


OUTLOOK: Broadly speaking, demand for matches is so stable that 
changes in economic conditions affect the operations of this concern less 
thar? growth in population, a factor that points to well maintained volume 
expansion in the long range. Match prices at all times are so moderate 
that the company can constructivey raise wholesale quotations if neces- 
sary without detriment to demand. This permits adequate margins as a 
rule, especially as the company’s big turnover substantially offsets com- 
petitive influences. Increased promotional activities of numerous manufac- 
turers should continue to swell sales of book matches bearing advertising 
imprints, especially since consumption of tobacco is trending upwards to 
stimulate their use. The company’s broad string of sales offices also serve 
to expand sales of such popular priced items as toothpicks, clothespins and 
pulp products such as toilet tissues, napkins, etc. The prospect for stable 
earnings is further enhanced by a sizable investment portfolio, income 
from which is now comfortable. It is not generally realized that match 
sales account for only about a third of total volume, activities in lumber, 
wooden products and building materials representing by far the larger 
portion. Current conditions favor well sustained demand for all these items. 
Net earnings were $1.43 per share in the first half year, and indicated 
full year net is around $3.50 a share. 

FINANCES: At the end of 1948, current assets of $46 million included $7.4 
million cash and marketable securities and compared with current lia- 
bilities of only $7.5 million, indicating an unusually sound financial status. 


MARKET ACTION: Recent price—33 compares with a 1949 range of 
high—40, low—31 54. In 1946 the shares sold as high as 50!/>. The current 
yield is 6%. 

COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
1948 












1940 Change 
ASSETS (000 omitted) 
Rosa ssecensancnarharsiesonr rere | | A $ 3,175 +$ 1,008 
Marketable Securities ............................ 6,832 4,275 — 2,557 
Receivables, Net .......... 4,541 7 A469 + 2,928 
Inventories ....... seinaiehsiekanisen 14,465 31,155 + 16,690 
TOTAL CURRENT ASSETS. 28,005 46,074 + 18,069 
Plant and Equipment ............................ 4,206 20,712 -+- 16,506 
Less Depreciation ................. 2,759 8,258 + 5,499 
ION ik ciesiisrireninessstodecescenovsionsuns 1,447 12,454 -+ 11,007 
NE IIIS 60st» <i n5035i 05s cuvvekiieasbouevavianseess 5,310 8,532 + 3,222 
ee PURO sik5i20 5 Z5ce0eds\sieowcsbuiecccsstnabwctee $34,762 $67,060 +$32,298 
LIABILITIES 
PES TID 5.5 0-1. 00s0nedes-caccgnsoessesanie $ 306 $ 1,616 +$ 1,310 
PER © ca scoressossbassissisicrsssbeate 450 918 ote 468 
Income Tax Reserve ....... 1,075 4,987 + 3,912 
TOTAL CURRENT LIABILITIES. 1,831 7,521 + 5,690 
SIR ry cat ain casssc onsactasyewacestnshestcnbs 3,160 7,340 + 4,180 
RINNE c5isGiscoinycesestarsroneptonaaeanees!—\! avesneap 10,000 + 10,000 
Preferred Stock 15,000 [eypont—(i‘“‘ 
Common Stock ...... 11,337 19,858 + 8,521 
eR ee 3,434 7,341 + 3,907 
TOTAL LIABILITIES .... $34,762 $67,060 +$32,298 
WIRED GAPITAL .....5000c0cccsscscsecessossens $26,174 $38,553 +$12,379 
RIE REID sasiiss ccs nsnccadsssavsesanavpuvessees 14.4 6.1 — 83 


126 


DIXIE CUP COMPANY 


BUSINESS: Company is a leading manufacturer of paper cups and food 
containers. Its trade names “Dixie” and “Vortex” have become widely 
known. Plants are operated in four locations in the United States and one 
in Canada. Additionally, machinery is made in Fitchburg, Mass. 


OUTLOOK: The well proven utility and economy of paper drinking cups 
and food containers of modern design and composition points to broad 
potentials for expanding volume while stability of sales is augmented by 
the rapid rate at which replacement orders flow in from satisfied customers. 
This applies equally to housewives able to eliminate much dish washing 
by the use of paper containers, and to industrial and transportation con- 
cerns providing drinking water served in paper cups. Research into new 
and promising markets has led to the development of at least 500 items 
in this special field. Now that pulp prices have been reduced, the com- 
pany’s operating costs should continue under good control, with margins 
wide enough to cushion any normal downtrend in competitive prices. 
How successfully Dixie Cup has operated in good and poor times is shown 
by its unbroken dividend record for twenty years past. Reflecting a rise in 
net income to $6.65 per share for 12 months ended June 30 compared with 
$5.37 in the comparable preceding span, the directors recently advanced 
the quarterly dividend rate to 37!/2 cents a share from 25 cents formerly. 
As even this improvement would bring distributions to only about 25% of 
indicated 1949 net of about $6.50 a share, there is obvious room for a 
further advance or payment of liberal extras in due course. 


FINANCES: An exceptiontionally sound financial position is indicated by 
a current ratio of better than 4 to 2 as of December 31, 1948. $6.5 million 
of term notes do not begin to mature until 1956. 


MARKET ACTION: Recent price—32 compares with a 1949 high of 33 
and a low of 241/44. Based on the advanced dividend rate, the current 
yield is around 4.5%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
1948 















1940 Change 
ASSETS {000 omitted) 
MINE iiicascastuce cavern etesNi<ok cthasecsanbansusen . $ 1,480 $ 1,773 +$ 293 
PTET RO CNETIOS oes. scsicensccccsasccasees! > Cebdnuee 1,025 + 1,025 
Receivables, Net 422 1,173 ot 751 
I siete ce rasipericsnitnsinenvticnnes 1,417 7,154 + 5,737 
TOTAL CURRENT ASSETS............. 3,319 11,125 -+- 7,806 
Plant and Equipment.................. 5,135 13,705 + 8,570 
RE I cc csscesicicicscciccsnsrssccesarss 2,645 4,177 + 1,532 
Net Property ... 2,490 9,528 + 7,038 
Other Assets .. 218 265 fe 47 
TOTAL ASSETS 6,027 $20,918 +$14,891 
LIABILITIES 
RP HMIIIED oi. 5 sce sceineansccsceusseacesvarnss $ 336 $ 841 +$ 505 
RNID, Fie es tots Fav ance veer bcatuenvacisceescouschuses 506 1,748 + 1,242 
TOTAL CURRENT LIABILITIES.................. 842 2,589 + 1,747 
Reserves 65 625 oo 560 
Long Term Debt 7,325 + 6,500 
$2.50 Class “‘A’’ Stock of ll re 
Common Stock ae -  ~— (“eee 
Surplus 6,603 + 5,259 
TOTAL LIABILITIES $20,918 +$14,891 
WORKING CAPITAL $ 7,711 +$ 5,234 
CURRENT RATIO ............ 4.2 -- 3 
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ELLIOTT COMPANY : teenies MHW 
‘iS —__|———] — }-——_}——_ |} idteste 
z a ¢ justed — 
= Steam wee a a las teams 
ita : |S t———] 1929 - 1985 —1 ™ 
+ | ee tT High — 25 
= + —+ | Low — 16 
———_- P 
on oe 
—— ; a Se —hho 
cma mamma sam 3 
_——__+-——— ——_——4 —— ——— i + +—— Saad = 60 
—|Notes Payable to Banks: $1,500,000 —1—4 SS Sete Sean Sane rs t 
Shs. $2.50 Pfd: 38,127 - $50 par —ty = & | RISERS Sees { itt i 
as Shs. $2.75 Cv Pfd: 50,114 - $50 par — | t = raat Ht Pt hy ‘~ 
| Shs.° Common: 354,435 ~ $10 par — saan 7 a pas watt rH i I 
ik Fiscal Year: Dec.” 31 = f t wt ee Ht 
a a 1 fit + —— 40 
= = ey —+ + +t + il - | | 
+ = SSS —EEE 
a —} — = 7 = 
poeee in — ft ; Funded Debt: $7,500,000 
= -— hth if: — 2 1 Shs. $3.20 Cv Pfd: 110,000 - $100 par! 
ob gt —} Shs. Common: 1,243,800 - $3 par —\ 2 
=== == ==: ———- Ht + iFiscal Year: Dec. 31 t 
t } THOUSANDS OF SHARES + i a a 
-— : - : - - 3 
t T ulti F I i ittitrts I iti all allchin blll TT 3 
1938 1939 a! 1941 1942 | 1943 | 1944 1945 1946 | 1947 1948 | 1949 1938 1839 | 1940 1941 Tre sau 194 ni ul ! - tnt | 
11.61 |1.55 12.78 | 2.86 3. 49 ie -57_| 1.34 | 1.15 |-3.99 | 7.24 euni/ .71_ | 1,63 | 1.63 | 2.10 | 1,89 | 2.41 | 2.36 | 2.48 | 3.871 5.]0 | 4. - fare 
-50 | .50 | 1,00 1.00_| 1.00 .50 | .25 | 1,50 ow. |11.00 1.00 [1.50 [1.50 | 1.25 | 1.25 [1.25 | 1.25 | 1.80 | 2.00 | 2.50 ow 
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ELLIOTT COMPANY 


BUSINESS: Company ranks high among producers of heavy power plant 
equipment, including steam and gas turbines, electric generators and 
motors. Turbochargers for diesels, tube cleaners, blowers and steam con- 
densers account for a substantial portion of total output. The company, 
a pioneer in the gas turbine field, has distinct growth characteristics. 
OUTLOOK: As the heavy equipment made by this concern usually requires 
considerable time for completion and specifications are complex, orders 
once placed on the books are less subject to cancellation than in many 
other industries. Thus backlog orders of close to $22.8 million on June 30 
provided rather dependable clues as to volume expectancies for many 
months ahead. Sales of $27.3 million in 1948 indicate that the company 
is well booked up for probably a year, considering incompleted orders 
and new business appearing. Postwar steps to enlarge and modernize 
Elliott Company's facilities are now bearing fruit. In the first six months 
of 1949, sales advanced about 8% but on this enlarged volume net 
earnings rose by almost 20%, net of $4.47 per share comparing with $3.75 
in the corresponding interval a year before. The net profit margin of 
12.5% in the first half showed a gain of more than 2%, evidencing in- 
creased operating efficiency. Looking ahead, it is possible that some- 
what lower sales and earnings should be expected, but sizable orders 
should continue to come in from the Government and from many utilities 
planning to spend several billion dollars in the next few years. As for the 
dividend outlook, distributions last year and so far in 1949 have been 
ultra-conservative in relation to earnings. Payment of a 50 cents year-end 
extra in 1948 brought the total to only $1.50 per share. 25 cents a share 
was paid in each of the three past quarters of 1949, together with an extra 
of 25 cents on September 30. Another extra in the final quarter is an- 
ticipated. 

FINANCES: Working capital of around $11 million seems fully adequate, 
as a current ratio of 3 to | would indicate. At the beginning of the year, 
the company had utilized bank credits of $2 million to draw upon if 
required. 

MARKET ACTION: Recent price—23 compares with a 1949 range of 
high—2334, low— 17'/g. Tht current yield, based on 1948 dividends, is 
6.5%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
48 



























1940 Change 
ASSETS (000 omitted) 
RUN as a artis ee als ee $ 712 $ 3,362 +$ 2,650 
SII DTN oo csessccsecssccscsccsnsecs as nanses 500 ob 500 
Receivables, Net 1,228 6,556 + 5,328 
I gadis nak earth s0sie se 2,157 6,480 + 4,323 
TOTAL CURRENT ASSETS....... 4,097 16,898 + 12,801 
Plant and Equipment............................ 3,172 10,134 + 6,962 
less Depreciation .. 1,353 4,042 + 2,689 
Net Property ....... 1,819 6,092 + 4,273 
Other Assets scaidliedeutnon pilosa sdakakeisaiieap 260 227 -- 3 
TOTAL ASSETS .... aes a $ 6,176 $23,217 +$17,041 
LIABILITIES 
Accounts eee - oy $ 393 $ 2,132 +$ 1,739 
NE ai leet nia sa vasveknanangesmaicseates 554 1,150 + 596 
Income Tax Reserve..................cccceeccceee 406 2,301 + 1,895 
TOTAL CURRENT LIABILITIES. ee 1,353 5,583 + 4,230 
Notes Payable hashes 1,500 + 1,500 
Preferred Stock . ; 1,137 4,412 + 3,275 
Common Stock ... : 1,784 3,544 + 41,760 
SEND oss icssssieeeses t 1,902 8,178 + 6,276 
TOTAL LIABILITIES ... . $ 6,176 $23,217 +$17,041 
WEGIIPNe GRPTEAL, «....005ccscccscccccccsconsees $ 2,744 $11,315 +$ 8,571 
NIU co oo e canivasccactasscancesresn« 3.0 3.0 Fer en 
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MiNNEAPOLIS-HONEYWELL REGULATOR COMPANY 


BUSINESS: Company is the dominant producer of automatic heat-regu- 
lating devices for industrial and home use, as well as of various recording 
and controlling instruments. Numerous subsidiaries operate in foreign 
countries. 


OUTLOOK: Improved sales and earnings in the first half of the current 
year indicate that 1949 will estabish satisfactory results. Comparisons 
with 1948 are somewhat distorted by unfavorable conditions early last 
year, though the final quarter brought record improvement. This gain 
seems to have held well in 1949, net earnings of $1.79 per share in the 
first six months comparing with $1.21 as of June 30, 1948. Normally, the 
second half year brings a seasonal uptrend in the company’s business, and 
now that fuel oils are in ample supply at a time when there may be a 
shortage of coal, consumers are apt to increase their purchases of oil 
heaters that require automatic heat regulators. Total 1949 net is estimated 
around $5.50 a share. The large scale construction of new housing units, 
likely to continue for an indefinite period ahead, enhances potentials for 
stable volume and earnings. As long as the petroleum, metals and chemi- 
cal industries continue to modernize their facilities, demand for the com- 
pany’s special control instruments is bound to be substantial. Research 
by Minneapolis-Honeywell resuited in the introduction of 42 new products 
last year and improvement to 69 others. Development of electronic con- 
trols for gas and oil burners, as well as for air-conditioning equipment 
should broaden market potentials in the future. In similar manner, the 
aeronautical division's output of Autopilots and control instruments for 
both military and commercial use is likely to expand because of recent 
improvements in their manufacture. 


FINANCES: No problems of finance seem to handicap this strong concern, 
as working capital needs were amply covered by an issue of $7.5 million 
2.85% notes due 1963. Current assets of $39.2 million early this year 
compared with current liabilities of only $8.67 million. 








MARKET ACTION: Recent price—58 compares with a 1949 range of 
high—59, low—43!/.. The current yield is about 4.4%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31, 
1940 1948 Change 

ASSETS (o00 omitted) 
I os cas gessccadececeincecss . $ 3,929 $ 2,955 —$ 974 
Marketable Securities ........ ; ; 7,500 + 7,500 
Receivables, Net ....... 1,899 9,749 + 7,850 
Inventories ........ awaivane 4,119 18,621 + 14,502 
Other Current Assets. ins 62 398 a 336 
TOTAL CURRENT ASSETS 10,009 39,223 + 29,214 
Plant and Equipment 4,825 16,291 -+ 11,466 
Less Depreciation ..... 1,560 5,572 + 4,012 
Net Property ............. Sc oxdesmudanaiauten 3,265 10,719 + 7, — 
Other Assets ...... ; 517 1,106 + 58 
TOTAL ASSETS $13,791 $51,048 +$37, 357 
LIABILITIES 
Accounts Payable ... $ 292 $ 3,546 +$ 3,254 
IIE cnecnsercetsosscs Erie hed rere Pe 326 1,243 a 91 
Income Tax Rese — 1,447 3,883 + 2,436 
TOTAL CURRENT LIABILITIES : 2,065 8,672 + 6,607 
RAG Weert il sc ccss.ccccevereccesenscee eandueis 7,500 + 7,500 
Preferred Stock ................. 3,070 11,000 + 7,930 
Common Stock ..... 3,291 3,731 + 440 
pO eee 5,365 20,145 + 14,780 
TOTAL LIABILITIES $13,791 $51,048 +$37,257 
WORKING CAPITAL $ 7,944 $30,551 -+$22,607 
CURRENT RATIO ......................... 4.8 4.5 — 
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A STUDY OF... 


Third Quarter Earnings 


By J. C. CLIFFORD 


‘Jutes quarter reports of industrial concerns 
coming to hand thus far add another element to the 
gradually forming picture of the economy for the en- 
tire year. Pieced together with interim reports of pre- 
vious quarters, the recent sales and earnings of in- 
dividual companies reflect their progress through the 
maze of readjustment problems and uncertainties 
characteristic of turbulent 1949. The divergent ex- 
perience of these firms, some still forging ahead, some 
operating on an even keel, and others making dis- 
couraging headway, is interesting to examine in order 
to uncover clues as to what may be ahead. 

To what extent the fall pick-up in general business 
has benefitted, or failed to benefit, this or that enter- 
prise, is sometimes shown rather clearly by the com- 
pany reports. More significant, though, are factors 
that tend to indicate whether a sudden improvement 
in operations is merely seasonal or stems from a natu- 
ral elasticity in order placements following a previous 
abnormal decline. Similarly, the question comes to the 
fore as to whether a continued lag in sales and profits 
indicates little hope of near term 
recovery or if the turning corner 
may be close at hand. In many, 
if not most cases, operating po- 
tentials for the final quarter are 
obscured by uncertainties over 
strikes, materials shortages and 
the rising tide of demands for 
pensions. 

_ At this writing, the number of 
incoming reports is still too lim- 
ited to establish definite conclu- 
sions as to the progress of vari- 
ous industrial groups. In the ab- 
sence of comprehensive data, fur- 
thermore, it is sometimes difficult 
to properly appraise operating 
results of individual firms, many 
of them merely stating earnings 
figures. We append a list of rep- 
resentative companies, though, 


128 














that have furnished information, statis- 
tical or otherwise, meriting examination. 
To portray more clearly trends that have 
developed since midyear 1948, we pre- 
sent, wherever possible, sales and earn- 
ings for each of the five last quarters. 
Let’s discuss a few of these cases to inter- 
pret what the latest figures and com- 
ments by the managements may suggest. 

Exceptional stability has characterized the opera- 
tions of Hercules Powder Company from quarter to 
quarter in the last year and a half, with both sales 
and earnings varying only nominally in each period. 
Net volume of $32.9 million for the three months 
ended September 30, 1949, however, was about 94% 
above each of the two preceding quarters and the best 
of the entire five quarterly periods. Net earnings of 
89 cents a share in the third quarter, compared with 
87 cents in the June period, failed to correspond with 
the gain in sales. Not until the full year results are 
available will the reasons appear why margins on 
the somewhat expanded sales failed to keep pace. 

It seems clear that materials costs have declined 
at a rate faster than sales in 1949, but this has not 
proven a complete offset to rigid outlays for wages, 
salaries, depreciation and taxes. The important mat- 
ter to consider is, that whereas net earnings of $2.66 
per share for nine months compared with $3.04 in 
the same period of 1948, the spread might narrow 
further even if the coal and steel strikes do not bring 
widespread trouble in the final 
quarter. Hercules Powder has 
paid 45 cents quarterly dividends 
this year in contrast to 35 cents 
a share plus a year-end payment 
of $1.20 in 1948. An exceptionally 
strong financial status suggests 
that shareholders will be ac- 
corded equally liberal treatment 
as to an extra payment in the 
near term, unless the unexpected 
occurs. 

That leading producers of 
building materials may be pull- 
ing out of their readjustment 
pains experienced in the first half 
year is indicated by the third 
quarter report of Johns-Manville 
Corporation. Following record 
sales of $51 million in the final 
quarter of 1948, volume declined 
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to approximately $38 million in the two following 
quarters, accompanied by a 40% drop in earnings to 
97 cents a share. A gain of 13% in September quar- 
ter sales to $43.1 million resulted in net earnings of 
$1.58 per share, the best since the corresponding 
quarter a year earlier. Now that this concern has 
virtually completed its $50 million postwar expansion 
and modernization program and prolonged strikes 
no longer hamper the production of asbestos, its oper- 
ating potentials have been enhanced. The bright out- 
look for construction activities points to well main- 
tained high level sales (subject to seasonal fluctua- 
tions), aided by substantially increased capacity and 
cost savings that may offset lower prices forced by 
competition. 

Though third quarter sales of $388.6 million by 
General Electric Company were 6% higher than in 
the same period of last year, net earnings of $21 mil- 
lion were 28% less, amounting to 73 cents per share. 
Inspection of our table shows the ups and downs in 
earnings since the third quarter of 1948. The man- 
agement explains that comparisons with a year 
earlier are considerably distorted because in the quar- 
ter just ended, no non-recurring item appears such as 
the $6.5 million received from liquidation of the 


G.E. Employees Securities Corporation in September, 
1948. But mainly accountable for lower earnings has 
been the difficulty of maintaining normal margins 
this year in a period when demand for the company’s 
numerous products has been highly erratic and sched- 
ules hard to establish. 

Much more significant than interim earnings 
trends of this strongly entrenched concern was a 
sharp pick up in demand for practically all of the 
company’s household appliances in the September 
quarter. So marked has been the uptrend in incoming 
orders that, regardless of the steel situation, General 
Electric Company reports its inability to meet all 
production requirements for the remainder of 1949. 
In the face of abnormal difficulties, the earnings of 
G.E. for nine months were reported as $2.34 per 
share, not so much below the $2.91 earned in the same 
interval of 1948. Stability of the 50 cents per share 
quarterly dividend now seems assured for the near 
term, provided problems of materials supply do not 
become acute. 

One of the most drastic declines in earnings re- 
ported thus far in 1949 has been reported by Ameri- 
can Woolen Company. Whereas this leading manu- 
facturer earned $2.31 per (Please turn to page 146) 
















































































































































































Quarterly Comparison of Sales and Earnings | 
es mae 1949 1948 | 
3rd Quarter 2nd Quarter Ist Quarter ——4th Quarter 3rd Quarter 
Net Sales Net Net Sales Net NetSales Net Net Sales Net Net Sales Net | 
(Millions) PerShare (Millions) PerShare (Millions) PerShare (Millions) PerShare (Millions) Per Share 
Admiral Corp. $23.9 $1.48 $29.5 $1.62 $23.5 $1.54 $24.2 $1.52 $15.1 $89 
American Airlines a 3228.0 a 09d 24.9 ie 2 bf 
American Woolen ey: AL. 25.9 89d 40.8 1.25 45.7 5.88 47.5 2.31 
Atlas Powder ios 8.2 1.22 9.4 1.48 10.2 79 10.6 1.00 11.4 1.16 
I sisi, 57 6.3 Al 6.6 60 9.2 1.39 8.2 1.29 | 
Barnsdall Oil 2 1.89 8.9 1.53 9.1 1.74 9.7 1.60 9.3 1.43 | 
| Brunswick-Balke-Collender Co. = 10.6 2.52 6.0 39 4.9 A9d aa 1.35 11.0 2.72 
| Caterpillar Tractor eee Lc. LA 62.9 98 65.0 1.27 70.6 3.91 57.2 122 | 
Container Corp. ens 28.6 2.28 += 26.8 156 28.4 189 32.92.7383. 
| Douglas Aircraft(a) oa .. 35.8 3.63 26.2 1.62 25.8 3.34 38.3 6.47 37.4 2.54 | 
| Dow Chemical (a) 7 475 1.04 50.2 63 51.6 1.23 51.8 149 47.1 is | 
| DuPOME nn 263.2 1.03 250.2 90 251.7 92 2630s 1.192534 
| Eaton Mfg. Co... 7 24.4 1.01 23.7 1.05 30.9 151 35.7 1.64 295 1.36 | 
| General Electric . | _. 388.6 23 390.1 69 411.6 93 494.8 1.38 365.1 1.02 | 
| General Outdoor Advertising Co. E 6.4 1.16 6.3 1.08 5.9 Lol 6.9 1.43 6.1 98 | 
| Goebel Brewing .... + Al 7.7 45 5.3 30 6.0 24 7.1 38 | 
Grayson-Robinson Stores... 15.1 14d 21.0 1.10 16.5 37-239 2.06 15.0 29 
Hercules Powder ay 89 30.2 87 30.1 90 31.7 933i 95 | 
| Howe Sound | _ 44 7 45 56 5.7 1.67 58 2.16 52 78 | 
‘Johns Manville... 43.1 1.58 38.197 38.0 97 51.1 1.55 44.8 1.78 | 
Liggett & Myers Tobacco. ares 150.4 2.13 140.7 1.80 133.4 1.92 141.3 2.45 148.1 2.82 | 
McKesson & Robbins a 87.9 98 82.1 1.12 88.6 1.11 96.4 1.55 87.3 1.09 | 
National Supply . = 30.9 .04 36.1 .87 40.4 2.01 45.2 3.45 42.3 a | 
Pennsylvania-Dixie Cement 5.6 1.34 4.8 1.24 3.1 59 4.9 1.27 5.6 1.89 
Philip Morris & Co... ; 65.0 2.06 63.4 1.75 56.3 1.41 60.5 1.73 60.7 1.95 
Reliable Stores. ............... 5.6 1.16 5.7 1.16 3.8 PL 7.8 1.51 5.9 1.49 
Rheem Mfg. R . 3 .64 12.8 55 11.0 53 15.3 .64 15.7 88 
St. Regis Paper........ e Rees Moteaemed/ || 02d 31.2 15 34.8 39 39.2 -50 39.5 .60 
Shell Oil Corp............ isc eie tee 1.26 192.7 1.20 205.2 1.59 221.3 2.16 208.4 1.97 
Sunray Oil ........ = 15.4 Re 7 14.6 36 14.4 45 18.2 61 17.4 .67 
(a)—Fiscal quarters ending August, May, February and November. (d)—Deficit. 
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category, though, some relatively 
small but well managed concerns 
have been losing ground to their 
major competitors, in part 
through inability to match vast 
promotional activities and partly 
because essential price cuts might 
wipe out their margins. Confident 
as some of these competent man- 
agements may be over prospects 
to hold their own or forge ahead 
within reasonable time, it has 
been .entirely rational for them 
to adopt “wait and see” policies 
and to some extent hoard cash 
until the outlook becomes clearer. 

Other elements in the equation 
contributing to dividend insta- 
bility deserve consideration. 
Doubtless the return of seasonal 
factors this spring has adversely 
affected earnings in comparison 
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with similar periods of recent 























postwar years. Pending clarifica- 








tion of this surmise, a necessary 
























































































































































step in appraising volume trends, 
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By GEORGE W. MATHIS 


NS 


A. our previous issue, we discussed prospects 
for increased dividend liberality, briefly examining 
some of the companies likely to improve their dis- 
tributions to shareholders. But dividend trends follow 
a two way street, as shown by approximately 155 
dividend casualties thus far in the current year, in- 
cluding reduced payments, deferred action or com- 
plete omissions. It is accordingly of interest to study 
the various causes for such actions in order to deter- 
mine whether they may be temporary or, in the case 
of some concerns, may suggest prolonged handicaps. 

The status of ready cash resources in corporate 
balance sheets during the 1949 period of readjust- 
ment has been a predominant influence in determin- 
ing dividend policies. Top-heavy inventories often in- 
curred severe losses for many concerns caught in a 
maze of price declines, thus reducing working capi- 
tal. Uncertainties as to volume potentials in a year of 
flux and awareness of record high break-even points 
stimulated caution over distribution of cash out of 
shrinking treasury holdings, at least in numerous in- 
stances where earnings were heading downward. The 
larger and well financed concerns, by a sizable ma- 
jority, were less influenced by such considerations, 
though a good many with extensive improvement 
programs still under way, felt the need of retaining 
an abnormal share of earnings to the detriment of 
dividends. 

Where the shoe has pinched most, broadly speak- 
ing, has been among certain marginal concerns whose 
operations this vear abruptly changed from a sellers’ 
market to a marked competitive arena. Many enter- 
prises in this group that for several years past could 
move their capacity output with lush profits, have 
now returned to more normal conditions that from 
previous experience may bring leaner or even drab 
earnings for an indeterminate period. That enter- 
prises of this sort should be the first to indicate divi- 
dend conservatism is only natural. Aside from this 
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some conservative managements 
XY probably were influenced to ex- 

ercise restraint in their dividend 

policies, at least temporarily. It 

should also be realized that divi- 

dends in the last two years have 
often been commensurate with abnormal boom time 
earnings, and consequently were certain to contract 
somewhat in line with more normal expectancies. 
Where this has been the case, reduced payments 
should by no means be the forerunner of further re- 
ductions, and indeed may only form a new base for 
future improvement. 

As not all of the foregoing generalities may apply 
to quite a number of dividend casualties in the cur- 
rent year, it is necessary to examine the situations on 
an individual basis. To assist our readers in this 
process we append in tabular form certain statistical 
data pertinent to a number of concerns that in 1949 
have reduced or omitted dividends. The figures shown 
present earnings for several years past, together with 
relative dividend payments, Within space limitations 
we will discuss a few of these concerns to determine 
their dividend potentials in the light of recent cuts, 
and study the influence of general problems within 
an industry or special company factors that may 
have accounted for the reductions. 


U. S. Smelting, Refining & Mining 


Action taken by United States Smelting, Refining & 
Mining Company in omitting the final quarter divi- 
dend on the common following a reduction of the mid- 
year quarterly dividend to 25 cents a share from 50 
cents paid in the previous quarter, reflects a sharp 
decrease in earnings in the current year. For eight 
months to August, net of 60 cents per share compared 
with $2.62 for the comparable preceding period. 
Lower prices for lead and zinc, exhaustion of ore in 
a Mexican subsidiary, together with less profitable 
operation of the company’s Alaskan gold dredging 
property and generally higher mining costs contrib- 
uted to pinch margins. As all of these handicaps are 
not likely to be soon overcome, the management plans 
to diversify operations by acquisition of interests in 


THE MAGAZINE OF WALL STREET 





Sey 





other fields, as a start making substantial investments 
in two established oil concerns. Though a very strong 
financial position will facilitate progress in this direc- 
tion, the expansion scale envisaged stimulates con- 
servatism in dividend policies until actual benefits 
are realized. The company has paid dividends for 
nearly half a century on its preferred stock and in 
most years on its common, though the rate on the 
latter has been variable. 

Shareholders in Bendix Home Appliances, Inc. 
were forewarned in 1948 of leaner times by receipt 
of only $1.1214 cents a share in dividends in contrast 
to $3 in 1947, reflecting a sharp earnings downtrend. 


_To date in 1949, no dividends have been declared be- 


cause of an accelerated decline in volume and earn- 
ings. Volume of $11.7 million in the first half year 


was far short of the $29.8 million reported at mid- 
year in 1948, and net earnings plunged to a mere 3 
cents per share compared with $3.43 in the first six 
months a year before. Demand for washers and 
ironers, though, is rapidly reviving, and as this con- 
cern has lowered its prices and is offering a complete 
line of new models, volume and profits will probably 
become more satisfactory hereafter. The company’s 
dividend record has been very spotty for a number 
of years and it has yet to prove how it can contend 
with keen competition in normal times. 

While 1947 and 1948 were two of the most pros- 
perous years in the experience of Celotex Corpora- 
tion, 1949 has been less encouraging. Though build- 
ing construction has held up well, dealers in every 
area have been reducing (Please turn to page 141) 









































































































































Statistical Data on Cor Zompanies Which Reduced or Omitted Dividends | 
_ mailians ia = Net Earnings iki Dividends a —_ 
Per Share Per Share 
Paid 
Ist 6 mos. 1949 1949 Dividend Reduced Recent Price Range| 
_ 1947 «1948 1949 1947-1948 To Date From _‘To Price 1949 | 
Bendix Home Appliances, Inc. $10. 08 $3.78 $ .03 $3.00 $1.125 $ .375 Dividend Deferred 9 _l - = 6% | 
Bohn Aluminum & Brass... 542.76 234d) 2.00 1.00.75 _—Dividend Deferred 23/227 --21_—i| 
| Bridgeport Brass .................. a 1.97 im 1.77(d) 90 15 AS Dividend Deferred Ye  _9%- V2 | 
| Celotex Corp. ‘ 59 7.21 77(c) 1.125 1.75 150 50 Q to .25Q 16% 269%4-13%4_ | 
| Cerro de Pasco Copper ee 133020038 NA | 2.00 1.625 : ae 7 "Dividend Deferred _ N9%y ——_21Y/4-14%_ | 
| Climax Molybdenum ....... ote i ae 291.20 1.20 —__—.70 30Q to .10Q 12Y_p 15a" | 
| Collins & Arkman..... — 92(a) (d).76(e) 1.50 1.00 50 Dividend Deferred —=16Y/p_—‘179%4-13% 
| Consolidated Textile ...... won 5.69 413 78(b) 1.40 _ 160% 95 .25 Q to .20Q 7% 9%- 7s | 
| Continental Diamond Fibre 2.06 188 4100100 (= _.25Qto.10Q MY, Mae 6% | | 
Creole Petroleum 506 768 1.99 2.85 3.60 225 ||| .90Qto 75 Q 3%  4t%- -28', 
Cudahy Packing . 432 36 —__NA 815.60 30 ~_—_—ODividend Deferred | Ya _ &%- 5% 
Felt & Tarrant Mfg. Co. 264 3.937 2.00 3.008035 Qto.10Q = 12%_—-20%4-12 
Firth Carpet Co. 2593.91 LL 125 1.60 1.00 _ 35Qto.25Q —INe_——NTH Hg 
Florence Stove Co... BAZ IAF) 2.25 2.25 10050 Q40.25Q. 22\/, 28 -18'/p 
Follansbee Steel. 8.22 5.29 «592.50 3.00 __—*1.00 Dividend Deferred 115 247- We 
|General Cable 2.19 1.75 4150 '1.00 60 25Qt0.10Q 7% 10 -6 | 
Great Western Sugar me 863mg. 18(i ) c 70 2.00 1.50 .40 Q to .30Q 18% = 19%-1 6/2 
Hunt Foods, Inc... a 5.51 AZ NA 1.00 100 «50 Dividend Deferred =! 11n- 8% 
| Inspiration Consol. Copper. : _ 3.93 3.87 1.16 2.25 250 1.25 50 Q to 25Q_ = 134 18'/4-11 % 
Kalamazoo Stove & & Furnace. 2.66 2.10  __‘(1.24(d) 80 _ 95 50 _ Dividend Deferred a 1254- 8! 
Lehigh Coal & Navigation... -—ss1.37Ssd BTS 38sD—s*O0—SS—SNil.~——Diividend Deferred —»85_—«d'N9- 6% _| 
Magma Copper : — AO 2. 58 18 1.00 1.00  ~—.25 Dividend Deferred _ 14'/, __20— -10¥% 
Manhattan Shirt . os $02 (g)2. 32 (a) 34(d) 1.90 1.75 95 35Qto.25Q _ 17 18 -15V/, 
Mead Corp. 7336365955 2.00 1.25 50Q to.25Q_ 13% 17Y-12Vq 
Mengel | Co. : ee 3.95 3.12 - _.80(d) 1.45 1.25 75 Dividend Deferred _ as 93, ae 13%- 79 
Morrell (John) CO. ne oe 3.23 NA 1.125 1.875 1.00 375Qto.125Q  I18 23 -16l2 
Nat. Enameling { & Stamping... 8.93 2.69 lt 1.00 1.50 .25 __Dividend Deferred = 9 14/g- 7/7 
Pacific Mills 959 11.39 2.49(f) 3.00" 3.50* 3.00 ‘100Qt.50Q  —_—.27%_——34%-27%e | 
ee a 35 95——A2B_— 10.125 Q.1948 to .10 in 1949 Wp —'I2._—~- BY 
| Pittston CO. ee 969 «856802000 s12.00-'—(<“ <= S0Rt0.25Q 24/4 29-19 
| Radio Keith Orpheum . ae 130, 13 _ 57 «1.20, 60 =“ Dividend |Deferred 7543 7 91/4. 7 
| Superior Steel (3.98 3.44 ——*1.02(d) 1.00 1.25 1.00 _—_—Diividend Deferred ‘10 143%4- 8% | 
| U.S. Rubber. nvaet 939 8432.30 4.00 5.00 2.50 = 1.00 Qt0.50Q. 34% 43-31% | 
| U.S. Smelting Ref. & Mining = _ 51! 5.62 60(h) 3.00 2.00 1.25 © Dividend Deferred 377% 46'/9-33' 
ee, ee 3.07 | 7(d) Nil 1.00.25. Dividend Deferred 20% 25'/2-17 
| White Motor 7195 «4.98 27 150 145 90 40Qt0.25Q  _—=—*14%e_—*1654-12//, | 
*—Plus Stock Div. (d)—Deficit.. (g)—7 mos. June 30, 1948. | 
(a)—Year June 30, 1949. (e)—6 mos. Aug. 31, 1949. (h)—8 mos. Aug. 31, 1949. | 
(b)—Year Aug. 31, 1949. (f)—Ist 9 mos. 1949. (i) —Fiscal year Febr. 28, 1949. | 
(c)—9 mos. July 31, 1949. | 
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Take Your Choice 


Considering the news, the mar- 
ket keeps doing the unexpected by 
edging progressively into new 
highs for the year in terms of the 
daily average. In doing so, the 
market may be saying either (1) 
that stocks are preferable to cash, 
(2) that better times are ahead, 
or (3) it may be a question of 
many equities being revalued. A 
case can be made for point 1, par- 
ticularly by those who consider 
revival of inflation inevitable. 
Point 2 is a moot question, except 
perhaps for a temporary post- 
strike spurt in production to re- 
fill emptied pipelines. Point 3 
undoubtedly carries considerable 
logic. Under the cloak of a per- 
sistent though on the whole un- 
spectacular uptrend, there has 
been a good deal of revision of 
values. 


Selectivity 


Just as many issues have been 
doing better than the average, so 
many others have participated 
little in the advance which car- 
ried the market to new highs. Ex- 
planations for such poor perform- 
ances is usually found in earnings 
statements. Groups which acted 
poorly include bituminous coal 
mining, railroads (mostly the coal 
carriers), railroad equipments, 
steels, textiles and non-ferrous 
metals. And there have been quite 
a few individual cases among 
building, chemical, drug, soft 
drink and even television shares. 
Thus stocks in this category, 
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while the Industrial Average has 
been setting new highs, are found 
anywhere from five to ten points 
under their 1949 highs and any- 
where from five to thirty-five 
points below their 1948 highs. 
They are likely targets for tax 
selling, thus will hardly perform 
well in the weeks ahead. Not too 
many short term losses are avail- 
able in view of the market’s sharp 
recovery from the June lows 
though plenty long term losses 
can still be taken. Often this leads 
to year-end bargains in the mar- 
kets but one should beware 
against the thought that a stock 
is a purchase because it has de- 
clined, or lagged behind the mar- 
ket. There may be some such 
cases, but they can only be iden- 
tified by thorough analysis. In 
most cases, a good reason for lag- 
gardness usually sticks out like a 
sore thumb. Take American Wool- 
en, for instance, which last De- 
cember sold around 36 after es- 





tablishing an earlier high of 56%. 
Anyone who then picked it up in a 
year-end switch, or otherwise, to- 
day would have a neat twelve 
point loss. The stock, in other 
words, was no bargain despite its 
sharp decline from the previous 
high. 


Earnings 


Corporate profits declined fur- 
ther in the second quarter, accord- 
ing to a Department of Commerce 
compilation, the third successive 
quarterly decline from the 1948 
high in the third quarter. Before 
taxes, second quarter profits were 
$6.6 billion, 12% below the $7.5 
billion earned in the first quarter 
and about 25% below the like 
quarter of 1948. Declines were 
most acute in textiles, apparel and 
chemical lines but were also noted 
in metal mining and in most non- 
metal manufacturing industries 
except tobacco and food. They 
































INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1949 1948 
De ING io osis ce ana Sept. 30 Quarter $ .41 $ .38 
Martin (Glenn L.) Co.................-.ccccceseecees Sept. 30 Quarter 54 -23 
SATO El BISCO. sisi ssc.ceesccccseccessccesecsecaee 9 mos. Sept. 30 3.99 3.71 
Corn Products Refining...........................4. 9 mos. Sept. 30 3.61 2.40 
General Foods Corp....................-.ccccsssceees Sept. 30 Quarter 1.21 1.14 
MUP CASRIINE ose. scene ccnesccasesasovcsssesen stances Sept. 30 Quarter 74 ot 
Pennsylvania Salt Mfg.....................:..cceeees Sept. 30 Quarter 1.00 77 
Wrigley Jr. Co. (Wim.)..............:ccceeceecee eee 9 mo. Sept. 30 4.82 4.51 
Norwich Phormeacel .................0:....0ccccec000 Sept. 30 Quarter -55 47 
Libby-Owens-Ford Glass .......................... 9 mos. Sept. 30 5.95 3.83 
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were sharply higher in the for- 
mer, only a trifle lower in the 
latter. Another outstanding ex- 
ception was the auto industry; 
because of it, the drop was also 
smaller in most metal industries 
which were sustained by high 
automotive activity. The third 
quarter earnings picture now un- 
folding should show some marked 
changes, mostly on the upside; 
but we shudder to think of the 
fourth quarter if the strikes don’t 
stop soon. 


Penny Stocks 


Low priced stocks recently have 
been spurting ahead, making up 
for their former lag in perform- 
ance behind better grade equities. 
A boom in the penny arcade is 
usually regarded as a sign that 
speculators are coming in again. 
They are the group who make 
bull markets, as well as bear mar- 
kets. Low priced stocks are their 
favorites not only because they 
are “cheap” (this usually applies 
to the quotation only), but also 
because they move faster than 
the blue-chips. The divergence in 
trend between the low priced and 
high priced stocks as recently re- 
flected by our own indices for 
these groups, if it persists, could 
in the light of previous experience 
point to an early “break-out’— 
with the direction depending on 
news developments. It could be 
either up or down. 


Nostalgic 


Speculation however isn’t what 
it used to be, as every broker 
will tell you. Speculative interest, 
though revived, is neither broad 
nor intense enough to signify 
per se the imminence of any dan- 
ger point in the market. If the 
market hereafter goes down, it 
will be for reasons other than 
speculative excesses. 


Acting Well 


Examination of group action 
for the rally to-date finds paper 
and leather equities top gainers, 
partly because they started from 
a very low area. They are fol- 
lowed by utilities, fertilizers, dis- 
tillers, soap, automobile and build- 
ing companies. In the medium 
range we find oils, dairy products, 
chemicals, agricultural machin- 
ery, office equipments and finance 
companies, all of course with the 
usual exceptions because of the 
selectivity factor discussed earlier. 
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Also, some of these started from 
a relatively high level! The same 
is true of some of the groups 
which performed worse than aver- 
age. They include tobaccos, con- 
fectionery, natural gas, contain- 
ers. Others which did less well 
because of industry factors in- 
clude electrical equipments, non- 
ferrous metals, meat packing, 
railroad equipment, shipping and 
the rubbers. 


Bull Signal 
Recent penetration by the Rail 


Average is supposed to have “sig- 
nalled” a bull market but if so, 


‘the market to-date has made little 


of it. There are several plausible 
reasons. One is that opinions dif- 
fer as to the validity of the sig- 
nal; another that many people 
have long ceased to take much 
stock in the Dow Theory, par- 
ticularly under today’s market 
conditions. Still others are doubt- 
less mindful of what happened 
last time when a similar “signal”’ 
was given. Those who acted on it 
were promptly led into a trap, 
for it signalled the early end 
rather the beginning of an up- 
ward movement, Once burned, 
doubly cautious. Few today con- 
sider a Dow signal as gospel, yet 
the number of Dow Theory adher- 
ents remains sufficient to stir the 
market, however mildly, on any 
such occasions. 


Gold Stocks 


The recent flurry in gold min- 
ing shares is largely attributed 
to placement on_ international 
refuge money formerly invested 
in Swiss securities and suddenly 
transferred to the U. S. when de- 
valuation of the Swiss currency 
was thought imminent in the 
wake of sterling and other de- 
valuations. The Swiss didn’t de- 
value, as it turned out, but this 


“scared” money is now supposed 
to be here, largely invested in 
gold stocks and prime industrial 
issues. Whatever its real signifi- 
cance, it’s a plausible enough 
story. Foreign devaluation doubt- 
less threw enough scare into some 
nervous holders to induce them 
to switch their repositories. To 
what extent this may have con- 
tributed to general market firm- 
ness here, as some suggest, is an- 
other question and far more diffi- 
cult to answer, or to check. 


Gold Price Rumors 


These never cease; they come 
and go regardless of official de- 
nials. The more recent ones doubt- 
less helped to put firmness into 
gold stocks. Disclaimers of any 
imminent plans for revaluing gold 
are by some at least received with 
skepticism, if only because we live 
in a world of money values fixed 
by state dictation rather than the 
free market, and because the 
temptation to tinker with money 
is getting stronger. But logic ar- 
gues against such a step at this 
time. Quite often, too, the origin 
of such rumors borders on the lu- 
dicrous. Thus in the latest in- 
stance, it is said to have been 
traced back to a sudden unex- 
pected demand by the U. S. Gov- 
ernment for Swiss francs to make 
a large war indemnity payment 
to Switzerland. The market for 
Swiss francs being normally 
small, immediately the rumor had 
it that “wise money” is fleeing 
the country in anticipation of up- 
valuation of gold and devaluation 
of the dollar. And some, doubt- 
less, were moved thereby to ac- 
quire gold stocks as a precaution- 
ary measure. All of which goes to 
show that rumor is not a good 
basis for investment decisions. 
Most gold shares today are fairly 
high relative to earnings and 

(Please turn to page 141) 


























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1949 1948 
Air Reduction Co., Ine.....................scscs000 . Sept. 30 Quarter $ .57 $ .60 
Climax Molybdenum Co........... peansuatinaedees Sept. 30 Quarter .04 .24 
MN OMEN OC occa ces ccsvenn cn detgses sen -Psescedstsaccks . 9 mos. Sept. 30 2.74 3.60 
Southeastern Greyhound .......................... Sept. 30 Quarter -58 59 
Bendix Home Appliance............................ Sept. 30 Quarter 38 1.13 
American Chicle Co..........................::00000e Sept. 30 Quarter 91 95 
aL a ne Sept. 30 Quarter 1.11 1.22 
WRT ia Cs Cia c des dois ndicgedecivinacecedss Sept. 30 Quarter -64 -88 
Gillette Safety Razor Co........................006.. 9 mos. Sept. 30 4.13 4.95 
Mathieson Chemical Corp........................... Sept. 30 Quarter 1.34 1.63 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 


subscription should represent thousands of dollars in value to you. It is 


subject only to the following conditions: 
1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Lily-Tulip Cup Corporation 

“T would appreciate your advising on 
sales and earning trend of Lily-Tulip 
Cup Corporation this year and also divi- 
dend payments.” 

R.J., Rutland, Vermont 

Dollar sales volume of Lily- 
Tulip Cup Corporation continues 
to run well ahead of the corre- 
sponding 1948 period, although as 
a result of narrower profit mar- 
gins, earnings are little changed 
from a year ago. 

Contributing to the relatively 
high level of sales the past sum- 
mer has been the favorable 
weather — the hot days of July 
and August, which stimualted the 
use of paper cups and containers 
— also the further widening of 
uses of the company’s products as 
new lines have gained increased 
acceptance. 

Final quarter 1949 comparisons 
may not be so favorable as in the 
third quarter, due to return of sea- 
sonal sales swings now that ex- 
panded production facilities in the 
industry have permitted the man- 
ufacturers to meet present de- 
mand. 

The return of seasonal sales 
trend was evident in the early 
months of this year, and largely 
accounted for the fact that dollar 
sales volume in the 1949 first quar- 
ter showed a slight decline from 
the year before, despite some up- 
ward price adjustments. Second 
quarter sales showed a sharp re- 
covery, however, to bring dollar 
sales for the first half-year 13.5% 
ahead of the 1948 first six months. 

Earnings failed to make as fa- 
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vorable a comparison, with first 
six months’ profits down slightly 
at $3.18 a common share, after 
dividends on the new preferred, 
from $3.52 a share in the like 
period last year. 

The profit margin squeeze has 
reflected cost increases in some 
directions. Also, certain profit 
sources have dwindled — for in- 
stance, sale of scrap paper, for- 
merly a source of substantial in- 
come, is now less important. 

Dividend rate is 50 cents per 
share quarterly. 


American Sumatra Tobacco Co. 
“Please advise on financial position 
and net income of American Sumatra 
Tobacco Company.” 
F. P., Burbank, Calif. 
Net profits of American Suma- 
tra Tobacco Company, listed on 
the New York Stock Exchange, for 
the fiscal year ended July 31, 1949, 
were the best in its history. The 
year’s net income, after provision 
for taxes, was $2,462,177, equal to 
$4.27 per share on the capital stock 
outstanding compared with $2,- 


* 383,955 or $4.13 per share in the 


fiscal year ended July 31, 1948. 
The company is the world’s 
largest producer and packer of 
shade-grown tobacco for cigar 
wrappers. Its farms are in Flori- 
da, Georgia, Connecticut and 
Massachusetts. 

Net sales for the fiscal year were 
$8,876,370 compared with $9,113,- 
712 in the previous year. 

The consolidated balance sheet 
as of July 31, 1949, showed total 
current and working assets of 





$10,724,708 and total current lia- 
bilities of $1,901,263, a ratio of 
better than 5 to 1. Inventories of 
tobacco were carried at $8,031,532 
against $7,066,772 on July 31, 
1948. Earned surplus at the close 
of the year was $6,314,657 against 
$5,006,586 the year earlier. Divi- 
dends paid during the year 
amounted to $2.00 per share. 

The corporation’s tobacco crops 
this year were considered only fair 
due to insufficient rains during the 
growing season. The prospects for 
coming sales appear favorable, al- 
though some competition from to- 
bacco imported from Sumatra is 
anticipated. 


R. H. Macy & Company 

“T know that R. H. Macy & Company 
has expanded greatly in recent years 
and would like to know recent sales vol- 
ume, net profits and prospects over com- 
ing months.” A.C., Memphis, Tenn. 

For the year ended June 30, 
1949, R. H. Macy & Company 
showed sales of $308,119,000, a 
decrease of approximately 2%, 
and net earnings of $6,834,000, 
equal after preferred dividends, 
to $3.57 per share of common 
stock. Net earnings for the pre- 
vious year were $8,244,000, or 
$4.39 per share. 

Net earnings were adversely 
affected not only by the decline in 
volume and the continuing high 
cost of doing business, but also by 
unusual costs incurred in connec- 
tion with company’s expansion 
and improvement program which 
has been in progress during the 
last two years. These costs, which 
amounted to $3,564,000 for the 
past year and $3,135,000 for the 
previous year, represent extraor- 
dinary costs incurred while con- 
struction and alterations were in 
progress, as well as other ex- 
penses incidental to opening of 
new and expanded units. 

The major portion of the cor- 
poration’s expansion and improve- 
ment program was substantially 
completed at the close of the fiscal 
year. Capital expenditures were 
made totaling $29,792,000 for the 
fiscal year and $14,084,000 for 
the previous year. During these 
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two years program consisted prin- 
cipally of constructing substantial 
additions to the stores in San 
Francisco and Kansas City, equip- 
ping a large addition made by the 
landlord to the Atlanta store, the 
construction of eight new branch 
stores, erecting a 400,000 square 
foot warehouse for Bamberger’s, 
Newark, New Jersey, and com- 
pleting two television stations. In 
addition, it included alterations, 
major repairs and additions inci- 
dental to modernizing and refur- 
bishing other properties. 

The sales for Macy’s New York, 
the world’s largest store, and its 
branches, total $182,457,000, and 
the volume of the corporation’s 
other retail divisions were shown 
as follows: L. Bamberger & Com- 
pany $56,167,000; Davison-Paxon 
Company $28,351,000; The La 
Salle & Koch Company $19,206,- 
000; Macy’s San Francisco $15,- 
466,000; John Taylor Dry Goods 
Company $6,472,000. 

Dividends of 50c per share 
quarterly have been paid on the 
common stock this year. Pros- 
pects over coming months appear 
favorable. 

Royal Typewriter Company, Inc. 

“Please advise recent earnings, sales 
volume and dividends of Royal Type- 
writer Company.” L.E., Trenton, N. J. 

Net sales of Royal Typewriter 
Company for the fiscal vear ended 
July 31, 1949 were $42,554,891. 
These sales exceeded any pre-war 
vear but were $7,152,641 or 14% 
less than the record-breaking net 
sales of $49,707,532 in the 1948 
fiscal year. 

The decline in volume in this 
past year largely resulted from 
the elimination of company’s 
backlog of orders and from gen- 
eral economic conditions. The lat- 
ter factor affected export as well 
as domestic business. 

Additional revenues of $2,627,- 
172 from rentals, repairs, and 
miscellaneous sources brought to- 
tal revenues to $45,182,063 com- 
pared with the record total of 
$52,243,604 in the fiscal year 
ended July 31, 1948. 

Net income, after providing 
$2,251,776 for Federal taxes on 
income, totaled $3,692,650, or 
$3.19 a share on the 1,074,472 
outstanding $1.00 par common 
shares, after dividend payments 
of $263,844 on the 37,692 out- 
standing 7% cumulative non-call- 
able preferred shares. This com- 
pares with a net income of $5,- 
620,336, after providing $3,490,- 
840 for Federal taxes on income 
in the preceding fiscal year, equal 
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to $4.98 a common share, after 
payment of preferred dividends. 

Company recently brought out 
an electric typewriter which is ex- 
pected to be an important factor 
in future sales. 

The overseas division of the 
company has been increasingly 
handicapped by the shortage of 
American funds in foreign mar- 
ket but everything is being done 
to maintain Royal’s position in 
the ninety countries in which they 
have representation. 

Total assets and total liabilities 
as of July 31, 1949 were $25,154,- 
112 which compared with $25,- 
265,997 the year earlier. Current 
assets of $19,998,356 were more 
than four times current liabilities 
of $4,649,148. Net working capi- 
tal was $15,349,208 against $14,- 
756,650 on July 31, 1948. Inven- 
tories totaled $9,091,293. 

Dividend payments this year 
have amounted to $2.00 per share. 


United Merchants & 
Manufacturers, Inc. 

“T understand the textile business has 
declined the past year and as I am inter- 
ested in United Merchants & Manufac- 
turers, please furnish information as to 
the company’s recent operations, finan- 
cial position and new developments.” 

W.J., New Haven, Conn. 

Earnings of United Merchants 
& Manufacturers, Inc. for the 
year ended June 30, 1949 showed 
consolidated net of $11,434,241, 
equivalent to $2.67 per share on 
the 4,280,250 shares of common 
stock outstanding. This compares 
with consolidated net earnings 
for the year ended June 30, 1948 
of $22,042,248, equal to $5.15 per 
share. 

Total net sales for the recent 
fiscal year period amounted to 
$254,852,960, including inter-com- 
pany sales of $37,992,481. Net 
sales for period ended June 30, 
1948 amounted to $256,085,413. 

The re-adjustment in the tex- 
tile industry and allied retailing 
field which began near the end of 
1948 was pronounced during the 
first half of 1949. Since then 
there has been a moderate im- 
provement in price levels and a 
substantial increase in the volume 
sales, with August 1949 bookings 
of new business the largest since 
October 1947. 

Working capital of United Mer- 
chants & Manufacturers showed 
an increase of $1,834,930 with 
current assets of $75,929,904 
against current liabilities of $32,- 
079,625. Inventories totaled $35,- 
387,406, compared with $36,869,- 
352 last year. 


Robert Hall Clothes, Inc., a re- 
tail clothing chain store subsidi- 
ary, operated satisfactorily, open- 
ing 20 additional stores and now 
operating 88 units reaching from 
the Atlantic to the Pacific coasts. 

A new division has been formed 
to handle plastic materials and a 
sizable volume of sales have been 
created. The importance and wid- 
ening course of Nylon in the tex- 
tile industry has received ample 
recognition and is becoming in- 
creasingly important in the com- 
pany’s sales operations. 

The fixed assets program en- 
tered into 1946 is nearing com- 
pletion. Expenditures for the last 
three years amounted to $31,118,- 
000, financed largely from accu- 
mulated earnings. 

Quarterly dividends of 25c per 
share have been paid this year. 


Union Tank Car 

“Please report comparative revenues 
of Union Tank Car for the first half of 
this year with 1948 and if there was a 
decline, please give the reason.” 

D. W., Saybrook, Conn. 

The Union Tank Car Company 
and its wholly owned subsidiaries 
reported for the six months ended 
on June 30, 1949, a net income of 
$1,508,263 after taxes and _ all 
charges. 

The income is equivalent to 
$1.40 a share on the 1,076,797 
shares of stock outstanding. It 
compares with $2,269,109, or 
$2.11 a share, earned in the first 
half of 1948. 

Gross income from operations 
for this year’s period declined to 
$7,872,345 from $9,511,553 in the 
corresponding six months of 1948. 
The decline was attributed large- 
ly to the curtailment of shipments 
of crude oil by rail and to the 
mild winter weather, resulting in 
less consumption of burning oils. 
The loss of revenue was offset to 
some extent by economies in the 
cost of maintenance and in gen- 
eral expenses that became mani- 
fest in the second quarter. 

Shipments of furnace oil have 
been sluggish partly because of 
distributors’ and consumers’ hesi- 
tancy in filling their storage tanks. 
Unless we experience another 
mild winter, a_ transportation 
peak is expected to develop in the 
last quarter of this year. Barring 
serious interruption in general 
industrial activity due to strikes, 
the volume of shipments of com- 
pany’s cars in the last six months 
of this year should exceed the first 
six months. 

Dividends are on a regular 65c 
per share quarterly basis. 
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By E. K. A. 


Regardless of stock market complacency, the steel and coal 
strikes are beginning to put the Sake: on general industrial 
activity. Steel inventories are going fast, lay-offs are increas- 
: ing steadily, and industry 
generally is worrying about 
the post-strike period, even 
if the strikes should end in a 
week or two, in view of the 
length of time required for 
filling depleted supply pipe- 
lines. Hope for a compara- 
tively early settlement ap- 
parently springs eternal, but 
so far at least lacks substan- 
tiation though not logic. Bar- 
ring presidential interven- 
tion, an industrial crisis of the 
first magnitude may be upon 
the country within ten days, 
and it is difficult to believe 
that the Administration can 
look upon such a prospect 
with complacency. 
Commerce Secretary Saw- 
yer's prediction that the 
strikes may throw some five 
million men out of work if 
they run through November 
may seem a little high, 
though not much. More than 
one million are already out 
and the number henceforth 
is apt to swell rapidly as 
cumulative strike impacts are 
being felt in an ever-widen- 
ing circle. It’s bound to cast 
a grim shadow not only on 
the nearby trend of produc- 
tion but particularly also on 
fourth quarter retail trade 
and on Christmas business 
on which great hopes have 
been pinned. The screws are 
tightening daily, but thanks 
to ample advance stocking, 
the pressure to-date was rel- 
atively moderate. However, 
unless the walk-outs are set- 
tled soon, resultant curtail- 
ment of consumer buying, 
due to loss of worker income, 
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is bound to narrow trade and manufacturing prospects. 

In the appliance lines which have experienced a strong re- 
surgence of consumer demand, there are numerous announce- 
ments of shortened schedules and full stoppages within the near 
future. Heavy construction, one of the bulwark of the recent 
business upswing, has been hamstrung by lack of steel. Steel 
container shortages are going to play havoc with the oil and 
chemical industries. Many manufacturing plants dependent on 
steel have been forced to cut down. And because of the coal 
tie-up, railroads are increasingly curtailing traffic. In short, de- 
velopment of an “industrial crisis” is no exaggerated descrip- 
tion of what's going on. Creeping paralysis is noted every- 
where, and will gain momentum as shortages multiply. 

There is, however, a difference between short term and 
longer term impacts. The immediate effects doubtless will be 
deflationary; the strikes are definitely upsetting previous short 
term patterns. What about the outlook beyond? The chances 
are that resultant shortages and sales lags may produce quick 
spurts in output once the strikes are settled. Loss of one month 
of steel production, for example, may fully take care of the 
seasonal letdown in steel output widely anticipated for the 
fourth quarter. Instead of gradually dropping to a 60% or 
70%, production rate, the steel industry, after the strike ends, 
will have to snap back close to capacity operations to catch 
up with auanaea demands. The same might be true of 
other durable goods industries though some business, perhaps 
a good deal, is bound to be irretrievably lost for the consumer 
goods industries. The auto industry was headed for a seasonal 
slow-down; it may have to slow down prematurely, for lack of 
steel, but later find its market relatively stronger than would 
otherwise have been-the case. In short, general activity for the 
balance of the year and possibly some months thereafter, once 
the strikes are settled and supply lines reopened, may be at a 
considerably higher rate than normally expected. There may 
be another inventory boomlet replacing the one that started 
this summer and was just beginning to fade somewhat when 
strikes began. But this shouldn’t obscure the fact that moderate 
downward adjustments in various lines, particularly in heavy 
goods, will still have to be completed once these temporary 
factors have played out. 


Effect of Higher Production Costs 


There is another angle. The strikes almost certainly will mean 
higher production costs. The question is: Can they be passed 
along? If not, they will cut into profit margins and earnings. If 
they are passed along, volume may shrink sufficiently to have 
a deflationary effect, particularly if there is serious income ero- 
sion because of the strikes. This presents a realistic problem 
especially at this time when general business is already “rocky” 
after a long boom, and when the general price trend is down- 
ward. The next few weeks will tell. 
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The Christmas Wish for Well-Being 
That Lives Throughout The Year 
To Father. Son. Friends. Business Associates —to Yourseli 









his Christmas .. . give the gift that lasts forever and can never be taken away—the priceless gift o/ 
“ knowledge . . . the key to superior judgment. More than ever will it be essential as the basis for making 
plans in epochal 1950. 
Because of its broad scope, its forthright dependability and sound common sense, no Christmas gift you can give this 
vear will provide greater service and compliment the recipient more than The Magazine of Wall Street. It will express 


your esteem... your interest in his welfare ... and 26 times throughout the coming year he will be reminded of your 
thoughtfulness. He will turn to the magazine with interest at first... then with eagerness . .. because he will find it profit- 
able and good ... and because he will gain an understanding of 


domestic and international affairs which he never believed he 
could acquire so easily, 


Give “jhe Magazine of Wall Street to... 


Your Business Friends and Associates who will appreciate AMAGATINE 
having such a reliable source of information. It will form a WALLSTREET 
bond of interest between you and promote your business Oe 
relations. 


Your Executives and Employees— who will acquire a broader § nin, The Magazine of Wall Strey 
grasp of the vast industrial and economic changes taking . ee | including FREE our new $5 
place. It will help to develop their understanding and 4 ups ; ‘For Investment Progr@ 
judgment. ion 1950”... will bring you! 


Your Son and Daughter— because it will assist them in acquir- 
ing the perspective they need to plan and safeguard their 
financial future. 1. Market Forecasts 

Yourself — because it keeps you “ahead of events” in the world 
of economic shift and change ... and is the best investment 
guide you can possibly obtain... regardless of price. 
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MONEY AND CREDIT—On transactions averaging somewhat 
over a million shares daily, our index of 320 active common 
stocks managed to edge forward a little during the fortnight 
ended October 22 under leadership of the more speculative 
\ow-priced issues, thereby registering a net gain of 5.2%, since 
the year opened. Among our 46 group indexes, 12 reached 
new highs for various periods, as tabulated on the second page 
following. The short interest as of October 14 was at a new high 
since July, 1932, when the great bear market of 1929-32 hit 
bottom. New York bank stocks spurted to the highest average 
level since January, 1947. Corporate bonds and preferred stocks 
displayed moderate firmness; but foreign government dollar 
bonds and U. S. Government issues were somewhat easier, 
with the restricted victory 2!/2s sagging to the lowest price since 
July 2. Selling was resumed in the London market following 
announcement that no general election will be held this year. 
This led to fears of heavier taxation, higher interest rates, and 
further extension of the program to nationalize industry. Stocks 
were also weak on the Paris bourse due to political, social and 
financial uncertainties created by devaluation and consequent 
difficulties in establishing a stable government. In the bank 
report fortnight ended October 12, commercial loans continued 
to expand slowly; but were still $1.9 billion under a year ago. 
An increase of $100 million in reserves also permitted purchases 
of Government securities to be resumed, raising earnings assets 
to $4.1 billion above last year, which helps to account for recent 
strength in bank stocks. Treasury deposits with reserve and 
weekly reporting member banks were reduced $721 million; 
yet demand deposits declined $174 million—$310 below last 
year. Senator Byrd predicts that the Treasury will end the cur- 
rent fiscal year with a $7 billion deficit; “or just about the 
amount we are spending in Europe.’ Europe may not recover 
for many years from the economic and social damage result- 
ing from two wars and the fast expanding menace of atheistic 
communism. Thus we seem to be facing a long period of heavy 
taxes and/or deficit financing. 


TRADE—Department store sales in the fortnight ended Octo- 
ber 15 dropped to 12% below last year; thereby widening to 
6%, the cumulative decline for the year to date. But sales 
throughout the nation by all retail outlets for the month of 
September were 2°%/, ahead of August and only 2% under the 
like month last year. Britain's Chancelor of the Exchequer, Sir 
Stafford Cripps, reports that, though orders for British goods 
received from the dollar area have picked up a litle since de- 
valuation, orders from sterling area countries have been ex- 
panding faster. Most prices in hard-currency countries, in terms 
of sterling, are now too high for overseas buyers. 


INDUSTRY—Strikes depressed business activity in the week 
ended October 15 to 2.5% below last year. Manufacturers’ 
orders showed some improvement in August; but were still well 
below last year. Non-farm incomes in August were still a shade 
larger than a year earlier. Construction still holds at near-record 
rate for this season of the year. Electric utilities earnings up 
sharply from last year. 


COMMODITIES—Farm products prices advanced in futures 
markets, in response to extension of 90%,-of-parity supports for 
another year, but spot prices responded feebly. Wool, rubber 
and hides recovered most of their post-devaluation declines. 
Coffee at new all-time high. 
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Strikes, freakish weather, and possibly consumer buying re- 
luctance contributed to a drop of 12% below last year in 
Department Store Sales during the fortnight ended Octo- 
ber 15, widening to 6%, the cumulative decline for the year to 
date. At Philadelphia and New York City, where strikes were 
not a factor, the drop was even steeper. 

* * * 

Such a sharp decline can scarcely be accounted for by lack 
of money to spend. Prices are lower and savings larger than a 
year ago, while non-farm Incomes as recently as August were 
a shade higher than in the like month of 1948. Farm income, 
to be sure, was down 17%, from last year; but not much of this 
is spent in city department stores. 

* . * 

Strikes were mainly responsible for a dip of over 2%, in the 
nation’s physical volume of Business Activity during the fort- 
night ended October 15, depressing the average level to 
nearly 3%, below last year at this time. Carloadings were off 
36% and electric power output, for the first time this year, 
dipped a little below the corresponding fortnight in 1946. It is 
estimated that over 1,000,000, or more than 2°%/, of the nation’s 
non-farm workers, have already been idled, directly and indi- 
rectly, by strikes. 

* * * 
It is hoped that, before too much damage is done, both the 
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Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month ‘Month Ago Harbor 

MILITARY EXPENDITURES—$b (e) Sept. 1.30 1.29 0.97 1.55 (Continued from page 137) 
Cumulative from mid-1940...... | Sept. 387.2 385.9 372.5 13.8 a eT oe ee ee 

FEDERAL GROSS DEBT—$b Oct. 19 256.6 2565 252.3 55.2 | if the Administration has to invoke provi- 

sions of the much snubbed Taft-Hartley 

MONEY SUPPLY—$b law. Business will then pick up again under 
Demand Deposits—94 Centers... | Oct. 12 46.2 46.3 46.6 26.1 a rush to replenish depleted inventories. 
Currency in Circulation... | Oct. 19 27.4 27.5 28.1 10.7 Strikes have little influence upon longer 

named GunnecSbdiieek Aone. swings ‘ _ business — but they can 
New York City—$b.ocnnnnn | Och 12 os | atts. (OO ee 
93 Other Centers—$b........ | Oct. 12 11.78 11.90 12.45 7.60 * * * 

PERSONAL INCOMES—$b (cd3) Aug. 213.7 211.9 = 217.6 ‘102 For the month of September, this publi- 
Salaries and Wages _.. | Aug. 138.9 1385 1407 66 | cations index of Business Activity rose 
Proprietors’ Incomes cc ccoccnenenene Aug. 45.5 44.2 49.5 23 to 184.5 To of the 1935-9 SVOROP, from 
Interest and Dividends... Aug. 17.0 17.1 16.3 10 181.2 in August, showing a decline of only 
Transfer Payments ................. Aug. 12.3 12.1 It. 3 1.2 /o below the like period last Lipa Aver- 

(INCOME FROM AGRICULTU Aug. 216 207 25.6 10  |4@9e for the third quarter was 181.2, 1.6 

point below the second quarter, and 3.6%, 

CIVILIAN EMPLOYMENT—m (cb) Sept. 59.4 59.9 60.3 51.8 | under last year. Average for the first nine 

Agricultural Employment (cb)......... _ | Sept. 8.2 8.5 8.7 8.8 | months was 184.0—2.2% under the corre- 
Employees, Manufacturing (Ib)... | Aug. 14.1 13.8 15.4 13.8 | sponding first three quarters of 1948. 
Employees, Government (Ib)... | Aug. 5.8 5.7 5.5 4.6 r * * 

UNEMPLOYMENT—m (cb) Sept. 3.3 3.6 1.9 3.8 

On a Per Capita Basis, the index for 

FACTORY EMPLOYMENT (1b4) Aug. 141 137 156 147 September registered 159.8%, of the 1935-9 
Durable Goods ence Aug. 163 16! 187 175 average, compared with 157.4 in August, 
Non-Durable Goods en Aug. 133 126 141 123 and 164.5 for September, 1948. Third quar- 

FACTORY PAYROLLS (1b4) Aug. 323 313 360 198 ter average was 157.2, against 159.2 for 

the second quarter, and 165.9 for last year’s 

ATES CES S WES (8b) third quarter. Average for the first nine 
Weekly Howes enn - vt — a 40.3 | months was 160.3, compared with 166.8 for 
Hourly Wage ‘cents) 0... Aug. 140.0 140.9 137.3 78.1 . . 

the like period last year. 
Weekly Wage ($)........... Aug. 54.60 54.67 55.06 32.79 
* . * 
= Aug. «18671868 1963-1162. | The febound in manufacturers’ New 
: ; Orders in August was none too brisk. There 

COST OF LIVING (1b3) hin, 168.8 168.5 1745 110.2 |was.a 10% gain over the vacation month 
<e-aaaaaii a ecoie io. 202.6 201.7 2166 113.1 | Of July; but total volume was still 16% 
Clothing ........... Aug. 187.4 188.5 199.7 ° 113.8 | smaller than a year earlier. Orders for iron 
be c. Aue. 120.8 120.7 +117.7~+107.8 ‘| and steel nae back to 34% above July; 

but were still 32% below last year. Non- 

RETAIL TRADE—$b durables reported a nominal gain of 3% 
Retail Store Sales (cd) Sept. 10.89 1061 11.09 4.72 | above July; but were still 13% under the 

Durable Goods nnn Sept. 3.48 3.63 3.31 1.14 | like month of 1948. 
Non-Durable Goods _.... Sept. 7.41 6.98 7.78 3.58 * x * 

Dep't Store Sales (mrb)_ «| Aug. 0.70 0.59 0.76 0.49 . 

Retail Sales Credit, End Mo. (rb2)__ | Avg. 8.29 8.13 1.15 5.46 |. New orders booked by Furniture makers 

in August were only 5%, under a year ear- 

MANUFACTURERS’ lier, compared with a 22% slump for eight 
New Orders (cd2)—Total.......... | Aug. 211 192 251 181 months. Shipments were 64°/, ahead of 

Durable Goods ............ _ | Aug. 226 191 287 221 July; yet unfilled orders rose 9%. 
Non-Durable Goods | Aug. 199 193 230 157 * ne * 

Shipments (cd2)—Total 0. | Aug. 325 294 342 187 
Durable Goods | Aug. 343 332 368 227 New orders for Machine Tools booked 
Non-Durable Goods 0... | Aug. 317 272 327 158 during September were 12% ahead of 

August; but 34% under the like month of 

BUSINESS INVENTORIES, End Mo. 1948. Devaluation of the pound sterling 

Total—$b (cd) Aug. 50.4 50.5 52.5 28.6 | accounted in some measure for a 28%, drop 
Manufacturers’ een | Avge 29.1 29.7 30.4 16.4 | below August in foreign orders; yet they 
Wholesalers’ 0 ccccusnnmmenmee | Avge 8.0 7.8 8.1 4.1 | were still 18°, above last year. 

S| Se eee | 13.3 13.0 14.0 8.1 * * * 

Dept. Store Stocks (mrb) Aug. 2: I. i : 

: ite : : : = sf Wholesale and retail outlets replenished 

BUSINESS ACTIVITY—1—pc Oct. 15 157.1 158.5 1644 141.8 | their Inventories by $500 million between 
(M.W.S.)—I—np. | Oct. 1S 181.9 184.6 1865 146.5 | July and August. A major portion of these 

















THE MAGAZINE 


OF WALL STREET 























































































| Latest Previous Pre- 
OK Wk. or = Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
INDUSTRIAL PROD.—1—np (rb) | Aug. 170 162 191 174 | additions, however, must have been sup- 
_ i Mining ......... | Aug. 128 123 159 133 plied from manufacturers’ stocks, which de- 
—s 2 Durable Goods Mfr... Aug. 194 185 223 220 clined $600 million. 
pOvi= Non-Durable Goods Mfr.. Aug. 164 155 177 151 
rtley a cae * * * 
nder CARLOADINGS—t—Total Oct. 15 584 574 913 833 
sles. Manufactures & Miscellaneous Oct. 15 320 314 422 379 While reports from the Non-Ferrous 
Rerne Es) Cott Fe re eS 88 88 112 156 ° 
nger : Metals industry have been more encour- 
Grain . ae eee ares Oct. 15 53 52 52 43 ° 
can aging of recent months, the rebound has 
ELEC. POWER Output (Kw.H.)m Oct. 15 5,481 5450 5,482 3,267 not yet been vigorous enough to inspire con- 
SOFT COAL, Prod. (st) m Oct. 15 2.4 22 125 ~~—-108 _| fidence in [ —. ——— i 
bi; Cumulative from Jan. | Oct. 15 Cth | COBOL 10: Comments Tecmo me Septe 
—- Stocks, End Mo... Aug. 68.6 © 69.1. = 4.1 = 1.8 | ber were up 13% from August; but were 
rose still 16% below the like month of last year. 
irom ose i tag m Inventories were down 13%, the first de- 
only si hea ga me 18 _" ~— “A 4.1 | cline since March; yet they were still at a 
ein. Gasoline Stocks Sur Oct. 15 103 103 92 86 neste taten-ol 170% Laine te 
16 Fuel Oil Stocks.......... Oct. 15 69 68 60 94 ~e gi ° h o abo 4 
a Heating Oil Stocks... Oct. 15 87 85 74 55 er eS ay ee a Ss 
6%, — —— poorer showing than the month before. 
nine LUMBER, Prod. (bd. ft.) m Oct. 15 671 610 638 632 Shipments to domestic users were off 27%, 
>Ire- __ Stocks, End Mo. (bd. ft.}i b Aug. 79 7963 ‘12.6 | unfilled orders shrank 25%, while inven- 
STEEL INGOT PROD. (st.) m Sept. 6.57 6.71 7.42 6.96 | tories rose a bit. 
Cumulative from Jan. 1...... Sept. 65.0 58.4 65.1 74.7 7 * * * 
‘for ENGINEERING CONSTRUCTION f h aaaiaa 
35.9 AWARDS—$m (en) Oct. 20 122 144 129 94 Reports from the Construction industry, 
atk Cumulative from Jan. bon. | Oc 20 6,589 6,467 «5,628 ~—«5,692.-~—=«| 0M the other hand, are still encouraging. 
/ . 
nent Presa Thus in September, for example, 100,000 
is : a a iin Poae “ ” ii sia new non-farm dwelling units were started— 
aperboard, New Orders (s ct. . ° 
ars Wood Pulp Stocks, End Mo. (st)t Aug. 139 146 98 98 ee lier _ 9 that month. aay er the 
nine Hosiery Production (pairs)m Aug. 148 116 140 150 pose — poll ss ae ” bile sbhie 
3 for Whiskey, Domestic Sales (tax gals.) | Aug 4.4 4.1 4.0 a | Po ©? contraseasonally, while public 
Do., Stocks, End Mo... ccc Aug. 603 603 533 506 __| construction activities have tended recently 
Anthracite Coal Production (st)m Sept. ZI 3:7 5.0 3.8 to ease down a little. 
lew b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—I00). cd3—Commerce Dept., 
von seasonally adjusted monthly totals at annual rate, before taxes. cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other 
h Data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted index (1935-9—100). !b—Labor Bureau. [Ib2—Labor Bureau 
ont (1926—100). Ib3—Labor Bureau (1935-9—100). ib4—Labor Bureau, (1939—I100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
6%, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
iron Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
uly; 
lon- _THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
° a dncomnens ee ee = cone 
3%e No. of 19:49 ladatie <narmccmen (Nov. 14, 1936, Cl. —100) High Low Oct. 15 Oct. 22 
the Issues !1925 Close—100) High Low Oct.15  Oct.22 | 100 HIGH PRICED STOCKS 82.03 71.00  82.03A_ 81.85 
320 COMBINED AVERAGE 127.6 108.0 127.3 127.85 100 LOW PRICED STOCKS 146.36 119.71 143.87 144.76 
4 Agricultural Implements 200.0 162.1 193.2 194.2 6 Investment Trusts 65.9 53.9 65.9A 65.8 
k 10 Aircraft (1927 Cl._—100) 175.3 138.2 157.0 166.5 3 Liquor (1927 Cl—100) 755.9 602.9 748.5 755.9A 
vita 6 Air Lines (1934 Cl—100) 454.7. 366.1 = 436.8 = 452.9 10 Machinery ......... 136.9 115.9 133.9 132.8 
ear- 6 Amusement ............ 93.4 75.7 84.5 88.3 3 Mail Order ...... 104.9 87.1 101.5 100.7 
ight 12 Automobile Accessories 188.9 145.2 176.7 175.6 3 Meat Packing .... 79.9 63.3 73.3 76.8 
of 12 Automobiles _.............. _ 29.7 21.3 26.4 26.2 12 Metals, Miscellaneous 158.1 122.0 146.8 143.7 
3 Baking (1926 Cl.—100). 19.7 «18.1 19.7 19.7 4 Paper ........ 373-279 36.8 =~ 37.0 
3 Business Machines 237.4 209.0 230.8 228.1 29 Petroleum 254.3 207.1 253.8 254.3A 
2 Bus Lines = Cl—100).... 134.8 118.3 134.8A 131.7 21 Public Utilities 132.2 102.4 132.0 131.3 
5 Chemicals ........ = wa. 2441 212.7 244.1A 241.9 6 Radio (1927 Cl.—1!00) . 26.7 13.6 18.1 17.9 
ked 3 Coal Mining .............. a 11.2 14.2 14.1 9 Railroad Equipment 50.0 36.5 41.7 43.7 
: 4 Communication  ........ 2 39.4 31.8 37.8 38.7 24 Railroads .......... 23.4 17.5 20.5 20.0 
a 13 Construction ................. : ze See 47.4 57.1 56.8 3 Realty ......... 29.4 21.4 27.8 27.2 
° 7 Gontainers: ................ : 286.2 240.7 284.9 283.8 3 Shipbuilding 144.4 120.0 135.9 138.8 
ling 9 Copper & Brass... 95.8 67.4 77.9 77.8 3 Soft Drinks 367.4 298.2 330.4 331.0 
Trop 2 Dairy Products ............ 66.1 53.3 66.1B 65.8 14 Steel & Iron 106.2 77.0 91.0 90.6 
he 5 Department Stores . 58.0 49.2 56.1 55.3 We Guess. 48.5 39.8 46.3 48.0 
Y 6 Drugs & Toilet Articles 171.1 141.6 171.0 I71.1A 2 Sulphur ............ 304.0 233.8 304.0T 301.8 
2 Finance Companies ......... 303.0 246.1 303.0C 299.0 5 Textiles .. _.. 1325 100.9 121.0 119.2 
7 Food Brand................. SERS 146.0 169.4 169.5A 3 Tires & Rubber ee | 26.6 *° 28.4 28.6 
2 Food Stores ..... : 88.6 58.5 86.6 88.6C 6 Tobacco ....... 84.2 67.1 83.2 82.9 
hed 3 Furniture ...... pico es Cee 54.7 66.0 67.3 2 Variety Stores 346.2 308.3 330.6 330.6 
een 3 Gold Mining .... dsnecciacc tees 566.3 771.3A 760.8 17 Unclassified (1948 Cl—100) 112.0 93.2 111.4 112.0A 
ese New HIGH since: A—1948; B—1947; C—1946; T—1928. 
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Trend of Commodities 





Farm products futures rose substantially during the fortnight 
ended Oct. 22, spurred by extension of 90%-of-parity supports 
through 1950. Coffee spurted to a new all-time high on the crop 
damage by floods in Brazil at a time when consumption is run- 
ning far ahead of supply. Unfavorable weather conditions in 
Guatemala, Columbia and other coffee-growing areas have 
also aggravated the situation; though currency devaluations 
and Britain's austerity program may cut Europe’s annual con- 
sumption of 8 million bags by as much as 20%. Cash prices in 
several instances resisted the advance in futures, so that our 
index of raw material spot prices declined almost as much as 
the Dow futures index gained, with lead dropping to 13 cents 
due to continued competition from devalued imports. Wool, 
rubber and hides, on the other hand, have almost recovered 


their post-devaluation losses, owing to sharp offsetting ad- 
vances abroad. Under the new farm price support law, parity 
from now on up to 1951 will be based upon the old formula 
using the 1909-14 average, or a new “modernized” system, 
figured on the farmers’ “fair return” in the past 10 years, which- 
ever is higher. But farmers are beginning to grumble over pros- 
pective Government regimentation. Thus, with cotton consump- 
tion lowest in nine years and production highest in 12 years, 
Agriculture Secretary Brannan has asked farmers to vote on 
December 15 on acceptance of acreage controls and market- 
ing quotas on the 1950 cotton crop, aimed at cutting output 
by 24%. A two-thirds majority of ballots must favor the curbs 
before they can become effective. If rejected, the next step will 
be to cut support prices, a fate just incurred by flaxseed. 
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WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Oct.24 Ago Ago Ago Ago Ago 1941 


246.3 245.2 246.5 235.7 244.7 305.1 156.9 
251.7 245.4 244.4 242.3 250.5 278.3 157.3 
242.8 245.0 247.8 231.5 241.0 323.8 156.6 


RAW MATERIALS SPOT INDEX 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
High 161.5 162.2 164.0 95.8 85.7 78.3 65.8 93.8 
Low 134.9 149.2 126.4 93.6 74.3 61.6 57.5 64.7 
140 


12 Foodstuffs 
16 Raw Industrials 


Date 2 Wk. 1 Mo. 3Mo. 6Mo. 1 Yr. Dee 6 
Oct.24 Ago Ago Ago Ago Ago 194! 


. 293.8 296.0 294.6 295.8 285.7 323.1 163.9 
297.8 294.0 290.2 289.5 279.7 354.9 169.2 
224.1 224.4 227.9 213.4 232.0 275.7 148.2 


COMMODITY FUTURES INDEX 


7 Domestic Agriculture 
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Average 1924-26 equals 100 


1949 1948 1947 1945 1941 1939 1938 1937 
High . . 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
Low 122.45 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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For Profit and Income 





(Continued from page 133) ) 


dividends and only attractive if a 
higher gold price ultimately even- 
tuates. Even then, the big ques- 
tion is: Will the gold mining in- 
dustry be allowed to profit from 
it, such as last time? It’s by no 
means certain. 


Tire Prices 


Pinched by costs, tire manu- 
facturers are again upping their 
prices after lowering them last 
June to stimulate sales. Appar- 
ently the industry is satisfied 
with the nearer term sales out- 
look, or at least convinced that 
raising prices now is not likely 
to affect it appreciably. Earnings 
experience during the first half 
year has been diverse. Goodrich 
reported $6.02 per share against 
$7.64 a year ago; Goodyear $3.24 
vs. $6.16; Firestone $4.02 vs. $6.04 
and U. S. Rubber $2.30 vs. $4.70. 
Dollar sales of Goodyear, which 
initiated the price rise, in the Sep- 
tember quarter ran about 10% 
below the like period last year, 
about the same rate of decline 
experienced in the first half. The 
squeeze on earnings has been far 
more pronounced, as reflected by 
the profit comparison. Generally, 
September quarter sales in the in- 
dustry appear to have run 10% 
to 15° behind a year ago figures. 
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their inventories, so that volume 
for nine months ended July 31 de- 
clined to $26.6 million from $39.7 
million in the comparable span of 
1948. On sharply lower sales, mar- 
gins narrowed and net earnings 
for the nine months’ period cited 
fell to 77 cents a share compared 
with $5.33 in the same interval a 
year before. Although this de- 
terioration in operations is prob- 
ably temporary, caution evidently 
induced the management to pay 
dividends of only 25 cents a share 
in the last two quarters as against 
50 cents in the two preceding in- 
tervals. The bright outlook for 
low cost construction suggests 
that demand for Celotex products 
will increase before long and that 
in due course the company’s divi- 
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dends may be improved. 

A fall pickup in business for 
the leading textile producers has 
enhanced their outlook but the 
spring slump was so severe that 
a moderate decline in dividend 
payments created little surprise. 
Take Pacific Mills, for example, 
reporting net earnings of $2.49 
per share in the first nine months 
of 1949 compared with total divi- 
dends of $3.00 paid in the same 
period. In relation to 1948 earn- 
ings of $11.39 a share, these dis- 
tributions would appear very 
moderate, though top heavy if the 
lower rate of earnings is not im- 
proved. Pending clarification of 
the outlook, Pacific Mills has de- 
clared only 50 cents a share for 
the final quarter, a‘ step that 
seems commendable in view of 
the uncertain earnings picture. 


Firth Carpet Co. 


The last three years have been 
exceptionally prosperous for the 
leading manufacturers of rugs 
and carpets and by normal stand- 
ards, 1949 would be considered 
quite satisfactory despite lower 
earnings. The experience of Firth 
Carpet Company in earning $1.11 
a share in the first half year 
showed that profits were running 
at a rate well above any year in 
the decade prior to 1945, although 
reduced prices cut into margins. 
But while a record net of $3.91 
a share last year amply covered 
dividends of $1.60, the manage- 
ment has wisely and _ progres- 
sively reduced the quarterly rate 
in line with the late earnings 
trend. In other words, 40 cents 
a share was paid in the first 
quarter, 35 cents in the second 
period and 25 cents in the third 
quarter. It would seem likely that 
the latter rate may hold for some 
time, though extras may be paid 
when earnings warrant. 

John Morrell & Company, a 
relatively small but successful 
pork packer, has had its share of 
operating difficulties common in 
the meat industry this year. Fluc- 
tuations of prices for both hogs 
and wholesale products have 
handicapped smooth progress in 
this field during most of the year. 
This concern has reported no in- 
terim earnings but since June has 
declared dividends of 12'4 cents 
per share in contrast to 3714 
cents formerly. Since John Mor- 
rell & Company enjoys an un- 
broken dividend record since 
1929, it is probable that tempo- 


rary unfavorable operating 
troubles will not be allowed to 
reduce payments further. Rather 
an uptrend should be in store be- 
fore very long. 

A few very strong concerns 
with earnings at peak levels in 
1948 have moderately reduced 
their dividends this year in order 
to conserve cash for uncompleted 
expansion programs, as pointed 
out early in our discussion. Creole 
Petroleum Corporation furnishes 
a good example. In the last few 
years, this large producer and 
refiner of crude oil has plowed 
back vast amounts of earnings 
for development work and to in- 
crease its productive facilities. In 
the 1943-48 period, annual divi- 
dends expanded consistently from 
50 cents a share to $3.60 last 
year. At the outset of 1949, 
though, planned capital outlays 
of almost $120 million and pros- 
pects of reduced earnings led the 
directors to lower quarterly pay- 
ments from 90 cents to 75 cents 
a share, a rate that has held 
steady to date. As this concern 
has no senior securities ahead of 
the common, it could readily com- 
plete its improvement program 
through outside financing at low 
rates, but clearly preferred to 
stick to ultra-conservative poli- 
cies. In due course, when the ma- 
jor undertakings have been com- 
pleted, stockholders will doubtless 
benefit from the expanded earn- 
ings base and lessened capital 
needs. 


Food Processors 


Food processors in the current 
year have generally experienced 
above-average favorable operat- 
ing conditions, except in the meat 
packing industry, and the same 
things could be said of last year. 
But Hunt Foods, Inc., a promi- 
nent canner and processor of 
fruits and vegetables, with plants 
mainly on the West Coast, re- 
ported widely varying earnings 
in 1947 and 1948, though divi- 
dends of $1 per share were paid 
in both years. Sharply reduced 
sales last year, together with 
high costs and inventory adjust- 
ments, reduced net earnings to 42 
cents a share compared with 
$5.51 in 1947. While net sales 
were reported as $17.6 million 
for six months ended May 31, 
1949, compared with $11 million 
in the same span a year earlier, 
the directors took no action on 
third quarter dividends, formerly 
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maintained at 25 cents a share. 
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As interim earnings have not 
been reported, it can only be as- 
sumed that profits have been un- 
satisfactory, though a strong 
financial position is indicated by 
an announcement that the com- 
pany paid off ‘all bank loans at 
midyear. The rather spotty rec- 
ord of this concern clouds pros- 
pects for greater dividend sta- 
bility. 





1929 and Today 
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trend only recently modestly re- 
versed mainly on seasonal 
grounds. 


There is no credit strain to 
speak of, and private debt is low 
relative to the general level of 
economic activity, income and li- 
quid assets. Both business and in- 
dividuals possess large liquid as- 
sets. The mortgage debt, except 
that part most recently incurred, 
is to a large decree on an amor- 
tization basis. Perhaps half of our 
homes are debt-free and the own- 
ers of a goodly part of the bal- 
ance have built up substantial 
equities. This applies particularly 
also to farm property. Wholesale 
foreclosures of homes and farms, 
as in the 1930s, are improbable. If 
trouble arises, the Government 
will hold the bag. 


Then, back in the Thirties, we 
had little of what might be called 
“built-in security.” Today we have 
a reasonably comprehensive sys- 
tem of unemployment insurance 
and old age pensions as an aid to 
purchasing power in recessive pe- 
riods. Farm markets, however ar- 
tificially, are held up by Govern- 
ment price supports. 


Above all, we are today a much 
bigger country in an economic 
sense. In 1929, we were a nation 
of 123 million; today we are 149 
million, well able to absorb the 
bulk of our national output de- 
spite the increase in our produc- 
tive facilities. This should help 
cushion any future business 
decline. 


One trouble spot, however, is 
the rigidity of our wage struc- 
ture. There is always the danger 
that maintenance of inordinately 
high wages (under recessive con- 
ditions) is a good way of destroy- 
ing payroll income, a point which 
labor apparently fails to grasp. 

Last, but not least, business 
men have learned a great deal 
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about the business cycle. Ever 
since recessive trends have been 
evident, there has been an abun- 
dance of business caution. Pat- 
ently, the lessons of the past have 
been well learned. As a result 
there is little inventory strain, no 
overextension in credit or other- 
wise. The recession has been the 
most widely heralded in history, 
for few expected the postwar 
boom to continue long at its peak. 
Thus business developed a spirit 
of caution and threw up mental 
and other safeguards which have 
been all to the good. (The stock 
market has done the same.) Gen- 
erally, most people governed their 
affairs so that they could absorb 
some contraction without being 
hit too hard. It is this spirit of 
caution, in contrast to the care- 
less exuberance of the Twenties, 
which weighs perhaps heaviest in 
the scale of factors militating 
against a repetition of 1929. More 
recently it has often been re- 
garded by some as_ needlessly 
overstimulating deflation. 


Many Uncertainties Remain 


This doesn’t mean, of course, 
that all is clear sailing. There are 
great uncertainties and potential 
dangers centering chiefly on 
Government policy and a badly 
fouled up foreign situation. Gov- 
ernment policy can and will de- 
termine the trend of capital in- 
vestments by industry, the in- 
fusion of risk capital needed to 
maintain a healthy and prosper- 
ous level of economic activity. 
But even if Government is willing 
to adopt constructive policies in 
this respect, the danger is that it 
may not be able to go sufficiently 
far because of the exigencies of 
the foreign situation and its in- 
sistence of moving ever closer to 
the welfare state. 


For example, lower taxes would 
be a first class economic stimu- 
lant but how can taxes be lowered 
if Government spending is headed 
for new peaks? Again we hear 
the ominous cry for higher taxes 
to balance the budget. But there 
is no perceptible willingness to 
practice economy in Government, 
the best way to balance budgets. 
Instead, deficit spending has been 
made a fait accompli, followed 
by the warning that taxes must 
be raised to find enough money 
to run the Government. 


Thus we find ourselves on the 
horns of a dilemma. If we raise 


taxes, it will be deflationary. If 
we continue deficit spending, in- 
flationary pressures will arise 
anew. Either could seriously in- 
terfere with orderly readjustment. 


There is no escaping the fact 
that the messed‘up foreign situa- 
tion is one of the biggest trouble 
spots. In some respects, efforts 
have been made to avoid a repeti- 
tion of the errors of the Twenties. 
There has been no avalanche of 
private postwar loans to Euro- 
pean countries headed for certain 
default. Instead, the Government 
stepped in. Thus we had UNRRA, 
the British Loan, the Marshall 
Plan and finally the rearming of 
Western Europe. No one expects 
the billions involved ever to be 
paid back; they have been or still 
have to be paid out of taxes, 
hence our budgetary difficulties. 
We have exchanged the latter for 
the financial troubles that usually 
go with default, hitting individ- 
ual investors or institutions and 
leading to financial hardship, 
frozen assets and the kind of 
financial upsets that followed in 
the wake of wholesale defaults in 
the Thirties. Losses are not 
avoided, but they are spread more 
evenly through taxation. 


Also, recognizing our position 
as a creditor country (which we 
failed to do after World War I), 
we are at long last taking steps to 
boost imports to enable for- 
eigners to pay, in greater degree, 
for their American purchases with 
their own products. Together 
with other measures, such as de- 
valuations abroad, this should 
make for a freer flow of world 
trade. Whether, jointly, these 
moves will be sufficient to achieve 
the desired goal is premature to 
say. The real impediments to in- 
ternational trade must be much 
more vigorously attacked than 
thus far has been done to get the 
world off the American dole, or 
avoid a new collapse once we 
withdraw our help. Narrow eco- 
nomic concepts and the exigencies 
of the “cold war” are not easy to 
deal with. 


Foreign Spending 


Our underwriting the world, in 
substantial degree, has helped 
sustain a high level of domestic 
business activity and while such 
aid lasts, it will continue to be a 
strong, if costly, economic stimu- 
lant. Should it suddenly cease, 
before an ample and free flow of 
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world trade is re-stimulated, the 
impact could be severely re- 
strictive on our economy though 
it need by no means spell a re- 
currence of our experience during 
the Thirties. The broadening and 
strength of our domestic economy 
argues against it. So does, in a 
sort of negative way, the persist- 
ent trend towards a_ planned 
economy which in case of trouble 
would mean a far greater role of 
Government in combating depres- 
sion, though at the cost.of loss of 
economic freedom, mounting defi- 
cits and inordinate taxation. 


All of which emphasizes the 
vital importance of our efforts to 
bring back world stability, re- 
generate broader and sounder 
world trade, and adapt our econ- 
omy to the requisite conditions 
for such trade. It will necessitate 
further practical recognition of 
our status as the world’s leading 
creditor nation. It is bound to 
mean more foreign competition, 
both in home and world markets, 
but this is one of the sacrifices 
we shall have to bring in order 
to avoid worse. 


Conclusions 


To sum up, a parallel between 
1929 and 1949 reveals great dis- 
similarities of conditions and poli- 
cies, but also a good many simi- 
larities of causative factors. Re- 
sultant uncertainties are nonethe- 
less great, hence the caution 
which has characterized the atti- 
tude of business and the stock 
market. Witness the stock mar- 
ket’s reluctance in the past to 
properly capitalize high earnings 
and dividends because their 
permanency was questioned. Wit- 
ness also the premature ending 
of the postwar stock market 
boom, in May 1946, long before 
the postwar business boom 
reached its peak. And, finally, 
look at the speed and realism 
with which industry has adjusted 
itself to recessive conditions 
wherever they appeared, instead 
of insisting on riding the crest of 
the postwar boom to the bitter 
end. In this very caution, plus the 
inherent strength of our econ- 
omy, lies our assurance that any- 
thing approaching the collapse of 
1929 is improbable. Time and re- 
viving confidence may well tend 
to work in the opposite direction, 
but hardly without wise and con- 
structive policies based on eco- 
nomic common sense rather than 
political expediency. 
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The depression of the Thirties 
was to a large degree an after- 
math of World War I, aggravated 
by unwise policies. World War II, 
even more, has wrenched our 
economy and that of the world 
out of any normal pattern. Hence 
the global adjustment problems 
which the world and we ourselves 
are currently facing. The adjust- 
ment is far from complete and 
full of pitfalls, rendered difficult 
moreover by the fight against 
communism. Hence it will be 
neither simple, nor fast. For 
without eliminating war or the 
threat of war, we can never hope 
to bring about real economic sta- 
bility. 

Admittedly there are many 
considerations, not touched upon 
in the foregoing, that enter the 
question: What prospect of a re- 


currence of 1929? Most of these 
have primarily a bearing on the 
degree of possible recessive 
trends. But what we experienced 
in 1929, and the dark years there- 
after, was not just depression but 
collapse, due mainly to a vastly 
overextended and later demoral- 
ized private financial economy. 
No such threat exists today. Our 
banking system, as stated before, 
is strong and liquid and will re- 
main so if Government credit re- 
mains sound. With the requisites 
for collapse non-existent, there is 
assurance that anything like 
1929, and thereafter, cannot now 
occur. This time any stresses and 
strains will be felt at the fiscal 
end, which at worst may mean 
more inflation, more Government 
control, a stronger veering toward 
a planned economy. 
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Investment Audit of 
Eastman Kodak 





(Continued from page 124) 


agement has held to its long estab- 
lished policy of charging off plant 
on basis of original cost rather 
than taking into account replace- 
ment costs. “Much dissatisfaction 
with this method is being ex- 
pressed in many quarters,” the 
company admits in its report to 
stockholders. Many authorities 
contend that under this formula, 
manufacturing costs are under- 
stated and net profits are corre- 
spondingly inflated. 


It is argued that because origi- 
nal costs were much lower on the 
average than they would be under 
today’s construction conditions, al- 
lowance should be made for higher 
replacement costs. “The company 
is well aware of the many prob- 
lems involved in this situation and 
has considered the various views 
that have been expressed,” it is ex- 
plained. “Inasmuch as none of 
these views has yet become gener- 
ally accepted, no change has been 
made in our established method. 
However, this should be made 
clear: Our earnings are being 
determined and reported under 
conventional accounting practices. 
Therefore they are much greater 
than they would be if put on a 
basis which stated all costs in 
terms of current prices. So long as 
this situation continues, the re- 
placement of plant and equipment 
at current price levels will make 
it necessary to supplement the 
provision for depreciation by use 
of a substantial portion of retained 
earnings.” 


Depreciation Policies vs. Dividends 


Kodak’s policy with respect to 
depreciation is stressed here be- 
cause it has an important bearing 
on dividend distributions and 
therefore on probable market ac- 
tion of the shares. Until comple- 
tion of the plant expansion pro- 
gram, it would be reasonable to 
suppose that retained earnings 
will be ploughed back into tangi- 
ble assets, and recognition of this 
accretion in values may be given 
through stock dividends. A year 
ago, a 5 per cent distribution in 
stock was authorized and this was 
distributed last January. 


The extent to which earnings 
have been diverted to new facili- 
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ties is indicated by appropriation 
of $40 million (net profit after 
taxes for 1948 came to $55.5 mil- 
lion) for new and improved pro- 
duction, including a new labora- 
tory, this year. This total compares 
with $38.6 million spent last year, 
when net profit came to $43.2 mil- 
lion. Over the four years since the 
war plant expansion has cost a lit- 
tle more than $162 million, or 
about $21 million less than an es- 
timated $183 million net after 
taxes for the four-year period. 


In relation to reported earnings 
— which, as explained, probably 
are overstated in comparison with 
actual plant investment — divi- 
dends have remained conservative. 
As cash requirements for expan- 
sion diminish in the coming year, 
however, management may feel 
disposed to distribute a larger 
proportion of net profit, assuming, 
of course, that the outlook for.gen- 
eral business is satisfactory. 


Although sales are governed in 
a measure by the trend of national 
income and, if business experi- 
ences another downward adjust- 
ment in 1950, sales may be ad- 
versely affected, management feels 
more reassured than otherwise 
would be the case because of the 
prospect for elimination of war- 
time excise taxes. Possibility of 
repeal probably would be enhanced 
by a business setback. Relief from 
the so-called luxury tax would be 
in nature of a price reduction. 
Moreover, the company has in- 
creased prices only nominally 
since the beginning of the war. On 
the average, prices of Kodak prod- 
ucts are only about 21 per cent 
above levels prevailing ten years 
ago. This compares with a rise of 
more than 100 per cent in aver- 
age hourly wages in manufactur- 
ing plants in the same period. At 
the same time, average prices of 
materials purchased by the com- 
pany rose 75 per cent. 


Margins and Costs 


The fact that operating profit 
margins have somewhat receded 
this year in reflecting rising costs 
and keener competition is not sur- 
prising. To combat this influ- 
ence, advertising efforts have been 
stepped up and increased efficiency 
has been achieved through new 
equipment. The indicated moder- 
ate downtrend presents no haz- 
ards, inasmuch as the financial 
position is strong and dividend re- 
quirements are modest in relation 
to earnings. 


The company has no funded 
debt and common capitalization of 
slightly less than 13 million shares 
is preceded by 61,657 shares of $6 
non-redeemable preferred stock. 
At the end of last year cash items 
represented about $78 million of 
$224 million current assets. An 
additional $102 million consisted 
of inventories. Current liabilities 
at that time stood at $95 million. 
Although the shares have only 
moderate appeal for the speculator 
interested: primarily in capital 
gain, since fluctuations customari- 
ly are rather narrow, they have 
proved especially desirable for 
long term holding. Notwithstand- 
ing impressive growth over the 
last half century the company con- 
tinues to merit consideration for 
progress in the years ahead. 





India—New Keystone in Our 
Asiatic Policy 





(Continued from page 121) 


their product in terms of dollars. 
This preposterous situation can- 
not go on very long without doing 
serious harm to the jute and bur- 
lap industry of both India and 
Pakistan. An eventual adjustment 
is inevitable. 

If India is to assume an effective 
leadership in Southeastern Asia, 
she must, in the first place, put an 
end to inflation. One way to deal 
with this problem would be to 
come to terms with Pakistan re- 
garding the Kashmir issue. This 
would make possible a severe cut 
in defense expenditures, which is 
essential to the balancing of the 
budget. The next problem that 
must be attacked and that unfor- 
tunately will take a long time to 
set right, is the increase in food 
production. This may involve 
teaching the Indian peasant to 
plant new crops (Mr. Nehru is 
urging the planting of sweet pota- 
toes), the raising of the yield of 
the old crops, and the extension of 
the area under cultivation by 
irrigation and soil improvement 
schemes. All this, of course, fits 
perfectly into President’s Truman 
Point Four Program, and it is un- 
questionable that a great deal of 
good can be accomplished with a 
relatively small outlay of dollars. 


Finally, India needs foreign 
capital for the modernization of 
her existing plants and for the de- 
velopment of new industries as 
well as of natural resources. But 
the foreign investor cannot be ex- 
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pected to rush in when the local 
“risk-taking entrepreneur class is 
benumbed to undertake any new 
enterprise under the weight of 
excessive taxation, labor legisla- 
tion, etc.” (From a recent speech 
by Darab Cursetji Driver, a prom- 
inent Indian businessman.) Be- 
fore that happens, the Govern- 
ment of Pandit Nehru must adopt 
amore realistic taxation policy, re- 
store greater discipline among la- 
bor and, above all, modify some of 
its nationalistic and nationalizing 
ideas. 


Market Possibilities 


As in China, even a slight rise 
in the purchasing power of India’s 
360 million people would offer tre- 
mendous market possibilities. This 
was demonstrated two years ago, 
when India, not too pressed as yet 
by the dollar shortage at that time, 
spent over four million dollars for 
American fountain pens alone. 
She was then one of our best mar- 
kets for radios, and she continues 
to be the best market for our dye- 
stuffs. Future export prospects are 
not bad; they depend mainly on 
India’s dollar earning power and 
on the size of our prospective in- 
vestments. 

During the inter-war period, In- 

dia’s trade was largely with the 
sritish Empire, though the Japa- 
nese and the Germans managed to 
win a sizable share. In the five 
year period 1935-39, our exports to 
India consisting largely of ma- 
chinery, electrical equipment, au- 
tomobiles, and petroleum _ prod- 
ucts, averaged about $35 million 
a year. Our imports averaged 
nearly twice as much, or $70 mil- 
lion a year, and consisted mainly 
of jute and burlap, shellac, cashew 
nuts, tea, carpets, and carpet 
wool. The two countries discovered 
the possibilities of the mutual ex- 
change of goods during the war, 
when the Japanese and the Ger- 
mans had no access to the Indian 
market and when the British were 
unable to deliver. 

The American-Indian exchange 
of goods reached a peak in 1947; 
in that year India took over $400 
million worth of our goods and 
we imported about $235 million 
worth of Indian products. There 
was a dollar trade deficit of some 
$150 million. The dollar gap in the 
overall payments with the United 
States reached $260 million, and 
again $150 million in 1948. These 
deficits were financed by drawing 
on the sterling area gold and dol- 
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lar pool. 

It is obvious that the pool could 
not withstand a drain of this mag- 
nitude for very long, A sharp re- 
striction of dollar purchases was 
decreed in 1948, and again this 
year. The devaluation of the ru- 
pee should bring them down fur- 
ther. As will be seen from the ac- 
companying table, India bought 
here only $13 million worth of 
goods in August 1949 (the 1947 
monthly average was about $34 
million). Although the exports of 
bread grain were still important in 
1938, prospects are best for ex- 
ports of machinery, motor vehi- 
cles, electrical equipment, and dye- 
stuffs. 

The purpose of Nehru’s visit to 
the United States is clearly politi- 
cal as well as economic though first 
fruits are likely to ripen in the eco- 
nomic field. A U.S.A.-India barter 
deal is currently being negotiated, 
reportedly involving a swap of be- 
tween $100 million and $125 mil- 
lion worth of American grains 
against Indian manganese ore and 
mica. It may be just a forerunner 
of other and similar agreements 
later, involving a greater number 
of barter commodities. 


Political and Economic Aims 


Politically, the visit may be said 
to have as its aim the exploration 
of the area and extent of coopera- 
tion between India and the West, 
in view of making India a new 
anchor of defense against forward 
sweeping communism in Asia. In 
view of Pakistan’s alleged pro- 
communist attitude, India’s posi- 
tion is doubly important. 


In the field of trade, closer co- 
operation and U.S.A. help is not 
only desirable per se, to stimulate 
world trade, but for other reasons 
as well. First, only a solvent and 
prosperous Indian economy will 
make political cooperation practi- 
cable and effective; to that end, 
India must be strong and econom- 
ically healthy. But beyond that, 
more active U.S.A.-India trade will 
help solve the problem of British 
frozen sterling balances by per- 
mitting Britain to reduce exports 
to the sterling area (India) and 
increase them to the dollar area. 
In other words, having fallen heir 
to Britain’s position in Asia politi- 
cally, we now must also assume 
some of the responsibilities that go 
with it in the economic field. It is 
one of the facets that make the 
visit of Pandit Nehru doubly sig- 
nificant. 
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PLYMOUTH ler DE SOTO 
DODGE ey alld CHRYSLER 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 








DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable December 12, 1949, 
to stockholders of record at the close 
of business November 14, 1949. 


B. E. HUTCHINSON 


Chairman, Finance Comm tee 














UNITED CARBON COMPANY 
DIVIDEND NOTICE 

y dividend of 50 cents per share has 

-d on the Common Stock of satd Com- 

ble December 10, 1949 to stockholders 

3 o'clock P.M. on Nov. 15, 1949. 
C. H. McHENRY, Secretary 














Burroughs 


195th and 196th CONSECUTIVE 
CASH DIVIDENDS 


A quarterly dividend of twenty cents ($.20) 
a share and an extra dividend of ten cents 
($.10) a share have been declared upon the 
stock of BURROUGHS ADDING MACHINE 
COMANY, payable December 10, 1949, to 
shareholders of record at the close of busi- 
ness November 10, 1949. 


SHELDON F. HALL, 
Secretary 


Detroit, Michigan 
October 27, 1949 
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A Study of Third Quarter 
Earnings 





(Continued from page 129) 


share in the September 1948 quar- 
ter and $5.88 in the final quarter 
last year, net of 13 cents a share 
in the third quarter of 1949 makes 
a discouraging comparison. Evi- 
dence is accumulating, though, 
that the preceding quarter, when 
a deficit of 89 cents a share was in- 
curred, may have established the 
low mark for some time ahead. The 
company’s break-even point at 
present evidently is close to $28 
million of quarterly sales, a mark 
barely exceeded in the September 
quarter. A sudden influx of new 
orders in the period just ended 
pushed the company’s backlog up 
to $41.8 million from a level of 
$21.8 million as of June 30, par- 
tially attributable to seasonal fac- 
tors. This improvement is likely to 
be reflected by larger earnings in 
the final quarter, though to what 
extent the gain will hold after the 
turn of the year is unpredictable. 

Net sales of American Woolen 
Company for the first nine months 
of the current year amounted to 
$95 million compared with $152.1 
million in 1948 at September 30. 
Though earnings of only $1.26 mil- 
lion after taxes compared with 
$10.4 million for the first nine 
months of 1948, credit is due the 
management for not suffering 
more severely from sharply re- 
duced volume. In each succeeding 
quarter of the current year, divi- 
dends have been reduced by 50 
cents a share, payment for the 
third quarter having been at the 
50c rate. Shareholders should soon 
learn whether the improved sales 
outlook warrants dividend stabili- 
- ty at the current level, in the judg- 
ment of the directors. 


Rheem Manufacturing 


Although Rheem Manufactur- 
ing Company, an important pro- 
ducer of various items made from 
sheet steel, has reported lower 
sales than a year earlier in each 
of the three first quarters of 1949, 
both volume and earnings have 
steadily, if moderately, improved 
as the current year progressed. 
Net sales of $13.3 million in the 
September quarter compared un- 
favorably with $15.7 million for 
the same span in 1948, but in rela- 
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tion to volume of $11 million in 
the January quarter, the showing 
was encouraging. Better yet, the 
company in the third quarter re- 
ported net of 64 cents a share, ex- 
actly the same as in the final quar- 
ter of 1948 when volume was 
higher at $15.3 million. This cir- 
cumstance indicates flexible and 
efficient cost controls that have 
recently come into play. Net sales 
of $37.1 million for nine months 
were about 14% below the same 
1948 period and net earnings of 
$1.73 cents were 28% less, but it 
appears that the gap may shrink 
for the full year if no interruption 
in operations occurs to change the 
picture. 


Dow Chemical Co. 


Among the leading producers of 
chemicals, Dow Chemical Com- 
pany seems to be operating at a 
relatively stable rate. Net sales of 
$47.5 million in the fiscal quarter 
ended August 31 were moderately 
below the previous three months, 
but slightly higher than in the 
same interval a year before. Some- 
what higher operating costs re- 
duced margins enough to trim net 
earnings to $1.04 per share com- 
pared with $1.15 in the corre- 
sponding period of 1948, a rather 
insignificant variation. Confidence 
of the management in the current 
year’s outlook was expressed by 
payment of 40 cents quarterly 
dividends since June in contrast 
to 25 cents in earlier quarters. 

In the highly competitive to- 
bacco industry, Philip Morris & 
Company has had an outstanding 
experience in the current year, 
with both volume and earnings 
showing consistent quarterly 
gains. Sales of $125 million in the 
six months period ended Septem- 
ber 30 advanced about 15.2% com- 
pared with the same span last 
year, while net earnings of $3.81 
a share rose more impressively by 
approximately 40°. In the quar- 
ter ended September 30, the vol- 
ume gain moderated to 7.8% while 
earnings of $2.06 per share com- 
pared with $1.95 in the related 
1948 period. Firm tobacco prices 
and costly outlays for advertising 
conceivably may have accounted 
for the slight contraction in mar- 
gins indicated. The continued high 
level of national income has bene- 
fitted the makers of cigarettes this 
year, aided by the increased num- 
ber of young people reaching the 
smoking age. The company’s do- 


mestic sales, both in dollars and 
units, were its largest in history 
during the six months period 
ended September 30. 


Volume of McKesson & Robbins, 
Inc., prominent wholesalers of li- 
quors and drugs, has varied mod- 
erately this year from quarter to 
quarter. Sales declined in the sec- 
ond quarter but rose by about $5 
million for a total of $87.9 million 
in the September quarter, just 
about matching volume in the cor- 
responding quarter of 1948. Net 
earnings of 98 cents a share, how- 
ever, in the third quarter were be- 
low any of the four previous three 
months’ periods, indicating that 
reduced prices or heavier expenses 
exerted some pressure on operat- 
ing margins. 

The most spectacular gains 
achieved to date in 1949 have un- 
doubtedly been reported by the 
aircraft industry. Douglas Air- 
craft Company, for example, more 
than doubled its earnings for nine 
months ended August 31, com- 
pared with the related period 2 
year before. Net profit of $5.1 mil- 
lion or $8.59 per share contraste«| 
with $1.95 million or $3.25 per 
share a year earlier. 

This concern got off to a good 
start in 1949, reporting a net of 
$3.34 per share in the quarter 
ended February 28, but slipped 
down to $1.62 a share in the 
May quarter. For three months 
ended August 31, though, earnings 
gained substantially to $3.63 a 
share. Sales and billings of $35.8 
million in the recent quarter were 
about 40% higher than in either 
of the earlier periods, reflecting in- 
creased deliveries of AD attack 
bombers to the Navy. The backlog 
of Douglas Aircraft, however, ex- 
panded measurably, despite larger 
shipments, reaching more than 
$223 million on August 31, $23 
million higher than three months 
before. Military contracts account 
for about 94% of unfilled orders, 
leaving only 5.7% for ordinary 
commercial business. The outlook 
of this concern seems bright in 
view of the large amount of un- 
filled orders and increased liberal- 
ity by the Government on contract 
terms. 


Oil Industry 


While this year’s earnings of 
virtually all the leading oil con- 
cerns are considerably lower than 
in the peak boom year 1948, they 
still compare very favorably with 
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most former years and a gradual 
uptrend in profits in the near term 
would not be a surprise. Shell Oil 
Company’s volume of $204.7 mil- 
lion in the third quarter closely 
equalled that of the first quarter, 
despite reduced prices for many 
oil products. Compared with the 
second quarter, volume in the lat- 
est period advanced by $12 million 
and net earnings rose to $1.26 per 
share from $1.20. This showing, 
as pointed out, compares unfavor- 
ably with $1.97 per share earned 
in the 1948 September quarter, but 
covered the semi-annual dividend 
by an ample margin. Earnings of 
Shell Oil are reported on an excep- 
tionally conservative basis because 
all development costs are charged 
against operating profits. 

Sunray Oil Corporation in the 
September quarter moderately re- 
versed a downtrend in sales that 
had been rather notable in the two 
previous periods. An advance in 
volume to $15.4 million, compared 
with $14.6 million in the June 
quarter, did not serve to improve 
earnings, however. Net of 32 cents 
a share in the three months ended 
September 30 was lower by 4 
cents, and compared with 67 cents 
a share reported for the third 
quarter a year earlier, was sharp- 
ly off. Sunray is spending substan- 
tial sums to develop oil leases in 
both Texas and in Alberta, Can- 
ada, and has made good progress 
in the current year, but the pro- 
cess tends to reduce margins. This 
is shown by the company’s opera- 
tions for nine months, indicating 
a rise of about $3.7 million in op- 
erating costs though volume was 
$2.8 million less. In consequence, 
net earnings for nine months de- 
clined to $1.13 a share in contrast 
. _ for the same period in 


Du Pont’s Excellent Report 


That E. I. du Pont de Nemours & 
Company’s earnings for the cur- 
rent year are likely to outstrip 
those in 1948 is well indicated by 
the company’s interim report for 
the September quarter and for 
nine months. Volume of $263 mil- 
lion for three months ended Sep- 
tember 30 was almost $12 million 
higher than a year earlier in the 
same span, while net earnings on 
the comon stock (split 4 for 1 in 
June) amounted to $1.03 compared 
with 81 cents a share. Net for the 
nine months period was equal to 
$2.85 a share against $2.09 in the 
corresponding interval last year. 


NOVEMBER 5, 1949 


As there is a chance that the final 
quarter may prove to be the best 
one of 1949, du Pont may well earn 
at least $4 ashare for the full year 
compared with $3.28 in 1948 on 
the present stock. The company’s 
sizable plant expansion, completed 
last year, has enabled it to increase 
sales of nylon, for which many 
new uses have been developed and 
which continues in very strong de- 
mand. Profits from this division 
have aided the gain in earnings. 


Lower Sales Trend for 
National Supply 


Operations of National Supply 
Company evidently were close to 
the break-even point in the Sep- 
tember quarter, to judge from 
nominal earnings of only 4 cents a 
share in the period. This contrast- 
ed sharply with net of 87 cents in 
the second quarter and $2.01 a 
share for three months ended 
March 31, 1949. Volume has stead- 
ily declined in the last three quar- 
ters, a low of $30.9 million in the 
September period comparing with 
$40.4 million in the March span. 
The management takes a rather 
gloomy view of probable earnings 
in the final quarter, due to reduced 
purchases by the oil industry and 
the influence of the steel strike on 
operations. 

Volume of Container Corpora- 
tion of America in the September 
quarter rose to $28.6 million after 
establishing a low of $26.8 million 
in the preceding period. Though 
the latest volume figure was only 
slightly greater than sales for the 
first quarter, net earnings of $2.28 
per share compared with $1.89, in- 
dicating a considerable measure of 
success in cost’ controls. It looks 
as if the experience of this con- 
cern to date in the current unset- 
tled year is typical of many other 
enterprises benefitting from the 
fall pick-up in general business as 
well as from steps taken to insti- 
tute cost savings. 

The foregoing comment may 
also apply to Caterpillar Tractor 
Company as to flexibility of cost 
controls. Though volume of this 
company receded to $57.3 million 
in the September quarter from the 
previous level of $62.9 million, 
earnings advanced to $1.11 per 
share compared with 98 cents on 
the larger volume. In the third 
quarter of 1948, the company 
earned $1.22 per share on virtually 
the same volume as in the latest 
period. Net of Caterpillar Tractor 
in the final quarter this year will 
have to soar rather spectacularly 


to match the $3.91 per share re- 
ported for the last three months 
of 1948. Under current conditions, 
the chances for this appear re- 
mote, though if full year earnings 
are weighed against many years 
prior to the 1948 boom, they 
should seem satisfactory. 

In the retail group, the third 
quarter experience of Barker 
Brothers developed some interest- 
ing trends. Sales of this leading 
West Coast distributor of house- 
hold goods declined about 15% 
compared with the related span a 
year ago. The lower level of unit 
prices, combined with somewhat 
reduced demand, accounted for the 
reduced volume of $6.9 million as 
against $8.2 million in last year’s 
September quarter. It is notable, 
however, that volume in the latest 
period was higher than in either 
of the preceding quarters in 1949, 
and as the final period should be 
the best of the entire year, further 
improvement seems likely. Earn- 
ings in the course of the five peri- 
ods shown on our table have alter- 
nately declined and advanced but 
this pattern should now vary for 
the better, at least temporarily. To 
iudge from net of 57 cents a share 
in the third quarter, earnings in 
the final period, marked by holiday 
buying, may reach around 75 
cents, establishing a full year total 
of about $3.23 a share compared 
with $5.08 in 1948. 


Good Year for Brewers 


The brewing industry is one of 
the few that has not suffered ad- 
versely from recessionary influ- 
ences in the current year. Sales of 
Goebel Brewing Company, for ex- 
ample, were somewhat higher in 
both the second and third quar- 
ters of 1949 than in any of the 
three preceding intervals, topping 
$7.3 million in both instances. 
With profit margins held fairly 
steady, net earnings of 41 cents a 
share in the September quarter 
compared with 38 cents last year. 
For seasonal reasons, results in 
the final quarter may be less fav- 
orable, possibly equalling 30 cents 
per share. In this event, final net 
for 1949 would come to approxi- 
mately $1.46 a share compared 
with $1.12 last year, establishing 
an all-time high. 

At least one large concern in the 
paper industry has experienced 
progressively lower sales from 
quarter to quarter over the space 
of a year. 
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St. Regis Paper Company’s vol- 
ume has gradually receded to 
$28.1 million in the September 
quarter from a level of $39.5 mil- 
lion in the same period a year ago. 
It seems clear that the company’s 
break-even point has now been 
reached, as shown by a deficit of 2 
cents a share for three months 
ended September 30. Contrasted 
with 60 cents a share in the same 
interval a year earlier, this show- 
ing is rather discouraging. The 
management, though, anticipates 
that improved demand will create 
an uptrend in volume and earnings 
in the final quarter, but as yet 
there is no improvement in prices. 
In the first nine months, idle plant 
time, currency devaluations and 
inventory losses made progress 
difficult, but as matters now look, 
these factors should exert less in- 
fluence. 


A prosperous year thus far has 
been reported by General Out- 
doors Advertising Company, with 
volume and earnings rather close- 
ly matching above-average show- 
ings attained last year. Increased 
outlays for promotional activities 
by many large advertisers have 
stabilized the operations of this 
leading exponent of highway pub- 
licity. On moderately improved 
gross revenues, net earnings have 
crept up to $1.16 a share from a 
low of $1.01 in the March quarter 
and 98 cents in the 1948 third 
quarter. 


In contrast, the quarterly earn- 
ings of Eaton Manufacturing Com- 
pany, a leading producer of auto- 
mobile parts, are lower this year 
than last. and the trend has been 
moderately downward through 
1949 to date. In the March quar- 
ter, this concern earned $1.51 per 
share on sales of $30.9 million, but 
on a volume of around $24 million 
in the second and third quarters, 
net declined to $1.05 and $1.01 a 
share, respectively. In 1948, vol- 
ume and earnings spurted some- 
what in the final quarter, but up- 
set conditions in the steel indus- 
try may preclude a repetition this 
vear. 





Which Companies Show Best 
Return on Invested Capital? 





(Continued from page 113) 


than the 14.7% for Lehigh Port- 
land, mainly accounted for by sub- 
stantial charge-offs on foreign ex- 
change, but the company earned 


148 


more on net worth than its com- 
petitor. 

With few exceptions, leading 
chemical concerns appear to have 
earned rather uniform and stable 
returns on their capital employed 
in the four-year periods under re- 
view. Five of seven concerns on 
our table earned an average of 
around 14° on net worth last year 
and variations in company experi- 
ence were remarkably limited. 
Union Carbide & Carbon Corpo- 
ration’s dynamic expansion pro- 
gram in postwar, though, seems to 
be bearing unusually good fruit; 
the company’s earnings on net 
worth have consistently risen 
since 1939. This ratio reached a 
peak of 23.1% in 1948. In studying 
the group of seven concerns it is 
notable that satisfactory results 
have been obtained though compe- 
tition has tended to reduce profit 
margins substantially in the course 
of a decade. 


Wide Margins of Sulphur 
Companies 


Texas Gulf Sulphur Company 
and Freeport Sulphur Company 
stand out in the chemical group as 
regards unusually wide profit mar- 
gins. This is because these two 
concerns largely control the pro- 
duction of sulphuric acid, in wide 
demand by many _ industries. 
Though prices for sulphur have 
remained exceptionally stable for 
decades, supplies of the raw mate- 
rial are strictly limited. Texas 
Gulf Sulphur has an operating ad- 
vantage in larger deposits than its 
competitor and in exploiting for- 
eign markets that permit higher 
prices. This concern earned more 
than 30° on sales in each of the 
four periods on our table and last 
year accomplished the astonishing 
feat of earning 56° on net worth. 
Freeport Sulphur’s margins have 
been very stable at a lower level, 
but high royalties paid for mate- 
rials have restricted gains. This 
concern, though, has recently com- 
pleted construction of some new 
facilities that should prove bene- 
ficial. Except for heavy outlays 
last year for work in process, its 
return on net worth probably 
would have been larger than the 
14.3°° shown. 


In relation to net worth, the 
earnings of can manufacturers 
appear to be surprisingly moder- 
ate and the same can be said for 
their ratio of profit to sales. Rising 
costs and heavy competition, de- 
spite large demand, held the net 
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profit to sales ratio of American 
Can Company in 1948 to 5.5% and 
of Continental Can Company to 
4.6%. Ten years ago both concerns 
earned better than 9% on sales. 
American Can Company, though, 
earned 11.6% on net worth in 
1948, closely comparable to 11.9% 
in 1939, while the similar percent- 
ages for Continental Can Company 
were 10.2% versus 7.4%. Study of 
the four periods on our table sug- 
gests that though both of these 
concerns have long dividend rec- 
ords and per share earnings have 
been satisfactory, profits relative 
to net assets have been somewhat 
disappointing. 


Electrical Industry 


Our statistical tables provide 
some interesting sidelights on the 
operations of a few leading pro- 
ducers of electrical equipment. 
These come to the fore in noting 
that General Electric Company 
has consistently outdistanced 
Westinghouse Electric Corpora- 
tion as to both return on net worth 
and profit margins on sales. In 
1948, G.E. earned 22.7 on its net 
worth compared with 13° for 
Westinghouse. Going back to 1939, 
it will be seen that General Elec- 
tric earned only 8.6 on net worth 
though its profits-sales ratio was 
10.3°¢ compared with 7.5° last 
year. This shows how importantly 
the factor of varying voluume can 
affect these two ratios. As West- 
inghouse Electric has recently re- 
ported its most prosperous nine 
months’ period in history, it is pos- 
sible that its earnings relative to 
net worth may show considerable 
improvement in the current year, 
barring possible upsets due to 
strike conditions. 


Food Processors 


Unusually narrow profit mar- 
gins have always been characteris- 
tic of food processors, but in most 
cases they were lower than ever in 
1948. Competition is now keen but 
volume of numerous concerns has 
expanded so substantially that net 
profits, despite reduced prices, 
have been generally satisfactory. 
Though Swift & Company, for ex- 
ample, earned only 1.1% on sales 
in 1948, profits were sufficient to 
represent 9.86 on net worth. It 
will be seen that net profit margins 
on sales of General Foods Corpo- 
ration have steadily declined from 
10.30 in 1939 to 5.2% in 1948, yet 
earnings in relation to net worth 
have held fairly steady, amount- 
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ing to 17.2% last year. The prog- 
ress of this concern in postwar has 
been above-average satisfactory 
and in the current year has con- 
tinued apace. Results of General 
Foods reflect sound and aggressive 
policies of the management. In 
similar manner, a downtrend in 
the profit margins of Corn Prod- 
ucts Refining Company to a low 
of 6.460 in 1948 has not markedly 
reduced its ability to earn a fair 
return on net worth, as shown by 
aratio of 9.7% last year compared 
with 10.5% in 1941 and 9.6% in 
1939. 


Considerable variation in both 
ratios under discussion appears 
evident in studying manufactur- 
ing farm equipment and special 
machinery. Larger investments in 
facilities, together with normally 
rather narrow margins on sales, 
tend to reduce returns on net 
worth of farm equipment manu- 
facturers. Both International Har- 
vester Corporation and Deere & 
Company established record highs 
in this respect last year, with 
ratios of 11.8 and 15.7 respec- 
tively. International Harvester, 
though, managed to widen its per- 
centage of earnings to sales last 
year to 5.8 compared with 4.6“ 
in 1946 and 3.7‘ in 1939. Whereas 
Deere & Company in 1939 and 
1941 earned an average of about 
11‘¢ on sales, the percentage de- 
clined to 7.6 last year. 

Among distributors of consumer 
goods, Sears Roebuck & Company 
has substantially improved the 
ratio of earnings to net worth in 
prosperous postwar years. The 
company in this period has spent 
large sums to expand and modern- 
ize its retail outlets, policies that 
have paid off well. While net profit 
margins on sales have not varied 
much in the four years under re- 
view, greatly increased sales have 
created substantial profits. Ap- 
plied to net worth, these earnings 
represented a ratio of 26.3¢c in 
1946 and 24.5°% in 1948, in con- 
trast to 14.1°° in 1939 and only 
10.5 in 1941. May Department 
Stores Company, another top rank- 
ing distributor, has also earned 
more on net worth than in prewar, 
with a ratio of 14.1 in 1948 com- 
paring with 9.7° in 1939. This 
concern’s Margins on sales have 
held relatively stable and volume 
gains have been substantial, but 
its large amount of inventories 
and physical properties represent 
aggregate values of a size that 
tends to reduce the margin of 
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earnings to net worth. 

In conclusion, it will be seen 
from our tables how the basic abil- 
ity to earn a satisfactory return 
on net worth varies among differ- 
ent industries and companies with- 
in industries. Where outstanding 
performance is maintained in this 
respect, it is safe to assume that it 
has a definite bearing on the mar- 
ket valuation of shares. It is an 
important investment criterion 
though not always recognized as 
such bv the less sophisticated. 

(Continued on page 151) 





Truman Ten-Year Plan 





(Continued from page 110) 


the higher living standards of 
free enterprise. But by then, free 
enterprise may be dead or beyond 
resuscitation. 

The mere goal of raising the na- 
tional income to $300 billion, as 
proposed by the President, in it- 
self is not nearly as sensational as 
it may appear, since a relatively 
moderate increase in productivity 
would be sufficient to bring this 
about. What is disquieting is the 
idea that the increase is to be made 
a national goal under governmen- 
tal auspices and responsibilities, 
marking an advance into new 
ground of centralized planning. 

Government of course can easily 
increase dollar income without 
limit by inflationary methods. But 
only the efforts of individual pro- 
ducers seeking individual gain and 
actuated by incentives can _ in- 
crease physical output, which 
after all determines economic wel- 
fare. Thus an income objective, as 
stated in dollar terms in the ten- 
vear blueprint, represents a stand- 
ing temptation to resort to infla- 
tionary measures because they 
provide the surest and easiest way 
of reaching the goal. 

In short, those proposing the 
planned welfare state, those who 
are ready to applaud such ambi- 
tious schemes as the Truman ten- 
year plan will have to ponder one 
important question: Will the 
methods and policies required to 
carry out this plan, especially fis- 
cal policies, give assurance that 
the purchasing power of the dol- 
lar will remain stable over the 
years? 

Right now nothing but deficits 
are ahead, certainly this year and 
next year when they may add up 
to as much as $12 billion — and 
the end is not in sight. All of 
which boils down to another ques- 


tion: How to make security se- 
cure? After all, without solvency 
of the Government, there can be 
no welfare state, and security 
cannot be secure! Thus in seek- 
ing security, we must first make 
sure that we don’t jeopardize it, 
and in the end lose it, along with 
the individual freedoms which 
have been the hallmark of Ameri- 
can civilization. 
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develop a re-orientation of policy 
despite the opposition which is 
bound to come, particularly from 
France. 

In short, we are confronted 
with a situation which calls for 
statesmanship of the first order 
if we are to prevent a deteriora- 
tion in our position in Western 
Europe where the pulling and 
hauling, the incompatibilities and 
the jealousies, are likely to con- 
tinue to hinder us in a situation 
that would naturally favor the 
Russian ideological offensive. 
Whatever we do, it must be more 
carefully thought out and planned 
if we are to defeat Russia in the 
struggle for Germany and pre- 
vent her from further extending 
her power. 

We must concentrate on Rus- 
sia’s weak spots in the same way 
that they focus their attacks on 
ours, and recognize that Russia is 
bound to become _ increasingly 
vulnerable as a result of her rigid 
policy. In the first place, her em- 
pire is extended over such a vast 
area that the Kremlin is faced 
with the serious problem of sup- 
plying adequate personnel to 
carry out her program and pro- 
tect her interests. She is faced, 
too, with the serious fact that 
her economic accomplishments 
have not kept pace with her politi- 
cal successes in any of the captive 
states. 

In China, for example, Russia 
will be unable to bring about eco- 
nomic equilibrium that will — in 
any way — match her political 
successes. The regime there is al- 
ready resorting to slave labor, 
following the Russian pattern. 
Whether this will go over in 
China, however, remains to be 
seen, as the Chinese are a free- 
dom-loving people with a history 
of rebellion against tyrants. 

A consideration of paramount 
importance, too, is the growing 
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strength of Titoism that is de- 
veloping — the first serious, or- 
ganized opposition which Russia 
has experienced — making her 
increasingly vulnerable internally. 

However, we cannot sit by and 
wait for the deterioration that 
all these elements of weakness 
can bring, but must help them to 
materialize. In this way alone 
are we likely to prevent a shoot- 
ing war. 





Factors Behind Unrealistic 
Market 
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with this, and especially with the 
first point. Under presently fore- 
seeable conditions, it will not be 
dynamically inflationary, in the 
sense of boosting commodity 
prices generally or restoring 
sellers’ markets, but it does limit 
deflationary pressures; and it 
does have some lasting effect on 
money supply and _ investment 
thinking, for the Federal debt 
thus created is more or less 
permanent. 


To the extent that fear of de- 
flation is reduced and the concept 
of “normal” is raised, a higher 
valuation can be put on prevailing 
earnings and dividends. With 
yields on representative common 
stocks in the vicinity of 6%, 
against a little over 2.5% for 
high-grade bonds (less on long- 
term Governments), it cannot be 
said that the stock market is in 
an extreme position. Average 
yields on industrial stocks were 
less than 3.5% at the 1946 bull- 
market high, and only a shade 
over 5% at the 1948 recovery 
high. Development of a 5% basis 
on present dividends could mean 
a material further rise in the 
market. 

But the potentiality is largely 
conjectural. If there are support- 
ing factors, there are also im- 
ponderables which put a ceiling 
on confidence. Thus, President 
Truman has already launched his 
drive for higher taxes—meaning, 
of course, higher taxes on corpo- 
rations, the rich and the upper- 
middle classes. He is unlikely to 
get them in an election year. But 
his Welfare-State program has 
made considerable progress. If 
there are some inflationary im- 
plications in a Welfare State, 
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there are also inevitable implica- 
tions of eventually higher taxes 
and of broad economic controls. 
The British stock market does 
not thrive under a Welfare State. 
Neither would ours. Aside from 
anything else, the basic political 
trend, unless and until it is sig- 
nificantly changed, is probably an 
effective barrier to a real bull 
market. 

Finally, many of those who are 
now more confident feel so not on 
any reasoned basis, but merely 
because of the market rise. As 
usual, optimism will be far 
greater at the top of this phase 
than it was at the beginning. It 
remains a thin market — so much 
so that liquidation of sizable 
blocks of stock, and much of this 
is going on, has to be by distribu- 
tion outside of the auction mar- 
ket, on other than a bid-and-ask 
basis. It can in due time react 
about as readily as it has risen. 
A selective and generally con- 
servative investment policy re- 
mains in order. 

—Monday, October 31 
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Among producers of automo- 
tive parts, the element of volume 
has been a transcendent factor in 
appraising margins on net worth. 
Competition is so keen in this in- 
dustry because of concentration of 
a relatively few customers in the 
specialized field that operating 
margins normally are rather nar- 
row. Then, results from period to 
period are apt to differ consider- 
ably for numerous reasons. 

The influence of largely in- 
creased sales in expanding the re- 
turn on net worth is well shown 
by the experience of Borg Warner 
Corporation. A record volume in 
1948 enabled this concern to earn 
23.2% on net worth, compared 
with 14.6% in 1939. Comparisons 
with 1946, when this percentage 
was only 10.6%, carry little sig- 
nificance because of very abnormal 
conditions prevailing in that year. 
When Borg Warner earned 8.4% 
on sales in 1948, a year in which 
volume rose impressively, the rise 
in net earnings was sufficient to 
push the margin on net worth up 
in an interesting manner. 


Bendix Aviation 


It will be noted that the net 
profit margin on sales of Bendix 
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Aviation, as well as the return on 
net worth, were lower in 1948 than 
in 1939 or in 1941, in the latter 
case markedly so. Following the 
termination of hostilities in 1945, 
reduced orders for military equip- 
ment in 1946 shrank earnings of 
this concern unduly, distorting 
comparisons. In earning 6.9% on 
sales and 13.4% on net worth in 
1948, Bendix Aviation, as said, did 
less well than in earlier periods but 
the experience probably could rep- 
resent an average expectancy. 

Our table shows that Briggs 
Manufacturing Company has con- 
sistently earned only a slim per- 
centage on volume, but on sharply 
increased sales in 1948 net profits 
rose correspondingly to establish 
a 22.4% return on net worth. Con- 
sidering the company earned only 
a meager 3.9% on sales last year, 
the relatively high percentage 
earned on net worth carries a 
good deal of significance. 


Leading Biscuit Manufacturers 


Two of the leading biscuit man- 
ufacturers, National Biscuit Com- 
pany and Sunshine Biscuit Com- 
pany, had unusually prosperous 
years in 1948 and their net profit 
margins on sales varied rather lit- 
tle, National earning 5.6% and 
Sunshine 6.7%. As for their re- 
turns on net worth, on the other 
hand, the variation was broad with 
National Biscuit Company earn- 
ing 14.7% compared with 23.4% 
for Sunshine Biscuit. Very similar 
percentages applied to the two 
concerns in 1946, a year in which 
this industry gave a good account 
of itself because of few reconver- 
sion problems and excellent de- 
mand for their products. 

In 1939 and 1941, though, Sun- 
shine Biscuit earned only 4% and 
4.8% respectively on net worth 
and its margins on sales were less 
than 3%, a far poorer showing 
than for its competitor at that 
time. In explanation of Sunshine 
Biscuit’s more recent improve- 
ment, it is probable that this con- 
cern undertook a complete mod- 
ernization program well ahead of 
National Biscuit Company, and 
thus was able to achieve cost sav- 
ings a good deal sooner. In the last 
two years, National Biscuit has 
made strides in improving its 
methods of production, and its 
sizable outlays for modern equip- 
ment may enable it to earn a larg- 
er return on net worth before very 
long. 
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behind each share 











Do low-priced stocks have any place in the in- 
vestor’s portfolio? 


For the man with an ample retirement income—who 
can live comfortably on the interest from government 
bonds—the answer is “no.” But, for the average in- 
vestor who is still building toward financial inde- 
pendence—who needs capital growth to offset high 
living costs and taxes—the answer is decidedly “YES.” 


THE INVESTMENT AND Business Forecast of The 
Magazine of Wall Street is designed to aid you as an 
investor. It is not offered to the in-and-out trader. But, 
because low-priced shares have huge profit advan- 
tages, especially during certain times, we have under- 
taken exhaustive studies which are enabling us to use 
equities in the lower price ranges with great success 
in expanding the productive power of your capital. 


Now ...A Complete, Supervised Program in 
Low Priced Shares for Large Percentage Profits 


Low priced stocks vary just as much in quality and in 
profit and income prospects as do securities in any 
other price category. Some “cheap” stocks are not 
worth the few dollars at which they are quoted. Others 
are strong, undervalued growth situations with consid- 
erable intrinsic merit. 


Convinced of the outstanding profits that well selected 
low-priced stocks offer, THE Forecast devotes a com- 
plete program to such growth companies—strategi- 
cally placed—which have realistically adjusted their 
positions to the 1949-50 outlook. 


Research through the years shows 


Our records that the 100 low-priced common 


“a sic shares on the N. Y. Stock Exchange 
_ apie —which we have priced and chart- 
low-priced : . 
ed weekly—outstripped the gener- 
shares ; 


al market by more than 3 to 1. 


An Investment Approach to 


LOW-PRICED STOCKS 








Measuring earnings 
and dividends 


Enroll Now for Our Low-Priced Stock Program 


Join our discriminating clientele now to share fully in 
our 1949-50 program which we believe will add sub- 
stantially to our profit record for, as opportunities de- 
velop, low-priced stocks of unusual promise will be 
definitely recommended. 


Every stock selected is carefully supervised. You 
are kept up-to-date on all new developments re- 
garding each company represented — and are never 
left in doubt as to the precise action to take. Specific, 
unhedged advice tells you what and when to buy and 
when to sell. In addition, your enrollment entitles you 
to consult us on your present holdings, 12 at a time. 
so your least attractive issues can be weeded out and 
the funds directed into our supervised program of 
growth stocks. 


Special Plan for a Rounded Program 


To enable you to diversify, THE Forecast also has a 
complete, supervised program devoted to top-grade 
stocks and good bonds for security of principal, 6% 
to 8% income, plus enhancement. Part of your funds 
can be used in this program. 


Because only progressive companies are selected 
fortified by excellent financial and competitive posi- 
tions and with ample earnings to maintain dividend 
distributions — their capital enhancement will be 
spurred as investment demand becomes insistent. We 
will advise you what and when to buy and when to 
sell . . . when to contract or expand your position. 


Our recommendations in conservative issues will be 
starting soon, so your subscription today will permit 
you to participate fully in this program, too. By mail- 
ing the coupon below, you can enroll now, sell all your 
weaker issues and share fully in our new selected 
advices. 
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WHOLESALING, PRINCIPLES 
AND PRACTICES 


By Theodore N. Beckman and 
Nathanael H. Engle 


With its root extending deep into the 
past, and persisting through the ages as 
an integral and essential part of trade 
and commerce, wholesaling is indispens- 
able and universal. In volume of busi- 
ness, it exceeds retailing or manufac- 
turing. It furnishes the battleground for 
the competitive struggle in which the 
goal is a more efficient marketing sys- 
tem. Consequently, a thorough under- 
standing of the essence of wholesaling, 
its component parts and their function- 
ing in the busines world, and the proper 
management of a wholesaling enterprise 
may hold the key to the solution of many 
perplexing marketing problems and 
pave the way to enhanced efficiency in 
the performance of the wholesaling task. 
This book gives the full history of whole- 
saling, describing its nature and evolu- 
tion, wholesaling practices in the United 
States and abroad, the operation and 
management of a wholesale business, 
and the economic and government aspect 
of the subject. Replete with numerous 
illustrations and tables, the book should 
find a useful place on the shelf of every 
business man connected in any form with 
wholesaling. 


The Ronald Press Company $5.00 


TOWARD SOCIAL ECONOMY 
By Howard R. Bowen 


Since the first step in the study of eco- 
nomics is to obtain a clear conception of 
what the economic system is and what it 
does, this book is admirably suited to 
accomplish the purpose. It presents a 
view of the whole economic system and 
shows how it fits into the more compre- 
hensive social fabric. The expressed in- 
tention is to help the reader place his 
prior studies of economics into the 
proper perspective, and to provide a use- 
ful background for his future studies in 
the field. Although the book is not pur- 
ported to be a self-sufficient compendium 
on economics, it nevertheless provides 
the framework of a complete course in 
economics. The author had had consider- 
able experience teaching economic the- 
ory, and felt an urgent need for or- 
ganized textual material to cement to- 
gether such subjects as institutional 
theory, production theory, value and dis- 
tribution, welfare economics, etc. He has 
successfully done so. 


Rinehart & Company, Inc. 


$3.00 
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MARKETING AND DISTRIBUTION 
RESEARCH 
By Lyndon O. Brown 

In response to numerous requests from 
busines executives, teachers, and prac- 
titioners, this book has been expanded 
and brought up to date since the first 
edition first appeared in 1937. The cur- 
rent text shows how the application of 
marketing and distribution research 
methods can improve the efficiency of 
marketing operations and reduce the cost 
of distribution. It is a basic volume, cov- 
ering all aspects of the subject so that 
the business executive, student, and re- 
search technician may obtain a broad 
understanding of both the uses and 
methods of research in marketing. It is 
purposely written so that readers with- 
out a technical research background may 
find an understandable but thorough 
treatment of the subject. At the same 
time, technical procedures are described 
so that the trained technician will have 
an exposition which brings into source 
the best professional practices of the 
day. Incorporating new methods and new 
knowledge of research procedures, with 
more emphasis on specialized applica- 
tions, such as product research and 
opinion research, and with a full ex- 
planation of the basic scientific princi- 
ples, the volume is well worth studying 
by all concerned. 


The Ronald Press Company $5.00 


TECHNICAL ASSISTANCE FOR 
ECONOMIC DEVELOPMENT 

By United Nations Social and 

Economic Council 


This book outlines the objectives of 
the United Nations to assist under- 
developed countries to take advantage 
of modern techniques for economic de- 
velopment, and to help them achieve for 
themselves the material and social bene- 
fits of sound, balanced economic devel- 
opment. Great possibilities for this exist 
in most of the less-developed countries 
and in many of the non-metropolitan ter- 
ritories. The text shows the effects of 
economic development by citing the dif- 
ference between the more and less de- 
veloped countries. Drawn up by a com- 
mittee of experts, the book gives detailed 
proposals for acomplishing economic de- 
velopment, outlining methods of financ- 
ing, planning, coordinating, and execu- 
tion. 

Columbia University Press $2.50 
INDUSTRIAL PSYCHOLOGY 
By Thomas Willard Harrell 

This book goes on the basic assump- 

tion that the chief contribution psy- 








chology can make in industry is to ana- 
lyze the problem of labor-management 
cooperation and to develop techniques 
which will facilitate such cooperation, 
for it is very obvious that industry can 
operate smoothly only when labor and 
management are willing to cooperate. In 
recent years psychologists have been 
able to show that they are able to make 
significant contributions toward the 
solution of this fundamental problem of 
our economy. Since the activities of 
people at work are affected in important 
ways by what is done at home and in 
other places away from work, this study 
is not restricted entirely to activities 
during employment. Then human activi- 
ties of importance are the activities of 
a worker while working and his reac- 
tions to other workers, to working 
groups, and to other groups. These social 
reactions are regarded by some authori- 
ties as the most important current prob- 
lems of industry. The book analyzes in 
a very comprehensive manner the scien- 
tific ways of predicting and controlling 
human behavior in order to improve 
human relations in industry. Containing 
numerous tables and charts, this volume 
should be in the hands of everyone con- 
cerned with industrial harmony. 


Rinehart & Company, Inc. $4.25 


WEALTH AND WELFARE 
By Norman Ware 


This is a rare piece of writing —a 
lively and witty book about economics. 
Mr. Ware has demonstrated an almost 
miraculous ability to retain the interest- 
ing aspects of his subject, while dispens- 
ing with the gobbledygook and that pon- 
derous trick of saying everything three 
times which is practically par for the 
economics course. In these headlong 
pages he manages to describe and ex- 
plain the chief economic developments 
of the last thousand years of Western 
civilization. Mr. Ware’s extraordinary 
facility for compression is the result of 
a thorough and extensive knowledge of 
the history of economic thought. 

Mr. Ware offers a historical perspec- 
tive that clarifies our responses to the 
welter of economic theories about what 
is happening to the world today. He 
gives the reader a vivid sense of the 
traditions as well as the dynamics of 
contemporary economic systems. “There 
were a number of economies before free 
enterprise,” he writes, “and there are 
at present at least two — Socialist and 
Fascist — that have been embraced by 
millions of our fellow men. The way to 
understand our own economy is to ex- 
amine its predecessors and the historical 
conditions under which they rose and 
declined.” 


William Sloane Associates $2.50 
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to start 
the machine 


WANTED CORPORATION PRESIDENTS 


that manufactures SECURITY 





This machine operates best when started by top manage- 
ment! It’s the Payroll Savings Plan for the regular purchase 
of U. S. Security Bonds. It produces security for individuals, 
for business, and for the nation at large. 

Security for individuals . . . because every $3 invested in 
Security Bonds pay $4 at maturity. 

Security for business . . . because the billions of dollars 
already invested—and being invested—in Bonds are build- 
ing future purchasing power. 

Security for the nation... because every Bond dollar that 
is built up in the Treasury is used to retire a dollar of the 
national debt that is potentially inflationary, and because 
every Bond held means fewer dollars to go to market to 
bid up prices on scarce goods. 


Produces Other Benefits, Too! 
In 19,000 industrial concerns operating the Payroll Savings 
Plan, employees are more contented. Worker production 
has increased, absenteeism has decreased—even accidents 
have been fewer! 





Why Should Top Management “Press the Button’’? 
Begun in war-time, the Payroll Savings Plan was rapidly and 
widely adopted under the stimulus of dramatic patriotic 
appeals. 


Those appeals are gone. Yet the reasons for investing in 
Security Bonds today are important. Management men can 
understand these reasons—and have the influential author- 
ity that’s needed to “start the machine”... to get the Plan 
vigorously promoted. 


Your Task Is Easy—and Vital! 
To enable you to install or to reinvigorate the Plan in your 
company, with minimum time and effort, the Treasury De- 
partment has prepared a kit of materials especially for you 
to distribute among specific key personnel. Be sure to get 
and use your kit! Your sponsorship of the Plan will bring 
you its greatest benefits in your own company—and you'll 
be doing your part to help guarantee America’s security — 
which is your best business security. For help, call your 
Treasury Department's State Director, Savings Bonds Division. 





The Treasury Department acknowledges with appreciation the publication of this message by 





U. S. TREASURY 


This is an official U. S. Treasury advertisement prepared under the auspices of the 


Treasury Department and the Advertising Council. 




















A First Step in Your Program for a 


PROFITABLE 1950 


RY this experiment! Imagine that all your securities were sold yesterday. To- 


day you have nothing but their cash value. 


Then ask yourself. “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 


be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues: (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 


are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if 
your purchases are strategically timed. Many are undervalued as measured by 


earning power. capital assets and 1950 potentialities. 


\s a first step toward increasing your profit and income in 1950, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only tempo- 
rarily. It will tell you how our personal supervision can assist you to strengthen 
your diversification, income and the enhancement possibilities of your account. 
We will evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


4 division of THe Macazine or Watt. Street. 4 Background of forty-two years of service 
90 BROAD STREET NEW YORK 4, N. Y. 


























